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CHAPTER  ONE 


Introduction 


(1)  A  resolution  in  the  following  terms  was  passed  by  Dail  Eireann  on  the  24th  day  of 
May,  199 1,  and  by  Seanad  Eireann  on  the  29th  day  of  May,  1991: 

'  That  it  is  expedient  that  a  Tribunal  be  established  for; 

1,  inquiring  into  the  following  definite  matters  of  urgent  public  importance: 

(i)  allegations  regarding  illegal  activities,  fraud  and  malpractice  in  and  in  con- 
nection with  the  beef  processing  industry  made  or  referred  to: — 

(a)  in  Dail  Eireann,  and 

(6)  on  a  television  programme  transmitted  by  ITV  on  13  May,  1991; 

(ii)  any  matters  connected  with  or  relevant  to  the  matters  aforesaid  which  the 
Tribunal  considers  it  necessary  to  investigate  in  connection  with  its  inquir- 
ies into  the  matters  mentioned  at  (i)  above; 

and 

2.  making  such  recommendations  (if  any)  as  the  Tribunal,  having  regard  to  its 
findings,  thinks  proper." 

(2)  The  Order  appointing  the  Tribunal  was  made  on  the  31st  day  of  May  1991,  by  the 
Minister  for  Agriculture  &  Food. 

After  reciting  the  terms  of  the  resolutions  passed  by  the  two  Houses  of  the  Oireachtas, 
the  Order  provided  as  follows: — 

A  Tribunal  is  hereby  appointed— 

(1)  to  inquire  into  and  report  to  the  Minister  for  Agriculture  and  Food  on  the 
following  definite  matters  of  urgent  public  importance: 

(i)  allegations  regarding  illegal  activities,  fraud  and  malpractice  in  and  in  con- 
nection with  the  beef  processing  industry  made  or  referred  to  - 

(a)  in  Dail  Eireann,  and 

(6)  on  a  television  programme  transmitted  by  ITV  on  13  May,  1991; 
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(ii)  any  matters  connected  with  or  relevant  to  the  matters  aforesaid  which  the 
Tribunal  considers  it  necessary  to  investigate  in  connection  with  its  inquir- 
ies into  the  matters  mentioned  at  (i)  above; 

and 

(2)  to  make  such  recommendations  (if  any)  as  the  Tribunal,  having  regard  to  its 
findings,  thinks  proper. 

2.  The  Honourable  Mr  Justice  Liam  Hamilton,  President  of  the  High  Court,  is  hereby 
nominated  to  be  the  sole  member  of  the  Tribunal. 

3>  The  Tribunals  of  Inquiry  (Evidence)  Act,  1921,  as  adapted  by  or  under  subsequent 
enactments,  and  the  Tribunals  of  Inquiry  (Evidence)  (Amendment)  Act,  1979, 
shall  apply  to  the  Tribunal." 

(3)  On  the  7th  day  of  June  1991  and  again  on  the  16th  day  of  June  1991,  the  Tribunal 
caused  to  be  published  in  the  national  press  an  advertisement  in  the  following  terms: — 

Tribunal  of  Inquiry 

Established  in  pursuance  of  a  Resolution  passed  by  Dail  Eireann  on  the  24th  day  of 
May  1991  and  by  Seanad  Eireann  on  the  29th  day  of  May  1991. 

A  preliminary  public  sitting  of  the  Tribunal  of  Inquiry,  appointed  by  the  Minister  for 
Agriculture  and  Food  on  the  31st  day  of  May  1991,  in  pursuance  of  the  above  Resolu- 
tion will  be  held  in  Dublin  Castle  (Upper  Yard),  Dublin  2  on  Friday,  the  21st  day 
June  1991  at  9.30  a.m. 

An  announcement  will  be  made  later  as  to  the  date  when  the  first  public  Sitting  to 
take  evidence  will  be  held. 

The  Terms  of  Reference  of  the  Tribunal  are  as  follows: 

L  to  inquire  into  the  following  definite  matters  of  urgent  public  importance: 

(i)  allegations  regarding  illegal  activities,  fraud  and  malpractice  in  and  in  con- 
nection with  the  beef  processing  industry  made  or  referred  to, 

(a)  in  Dail  Eireann,  and 

(b)  on  a  television  programme  transmitted  by  ITV  on  May  13th,  1991, 

(ii)  any  matters  connected  with  or  relevant  to  the  matters  aforesaid  which  the 
Tribunal  considers  it  necessary  to  investigate  in  connection  with  its  inquiries 
into  the  matters  mentioned  at  (i)  above;  and 

2.  Making  such  recommendations  (if  any)  as  the  Tribunal,  having  regard  to  its  find- 
ings, thinks  proper. 

Any  person  interested  in  the  Inquiry,  should  attend  in  person  or  by  Counsel  or 
Solicitor. 

Any  person  who  desires  to  give  evidence  before  the  Tribunal  relevant  to  the  foregoing 
Terms  of  Reference  should  forward  his  name  and  address  as  soon  as  possible  to  T.T. 
McCarthy,  Registrar  to  the  Tribunal,  at  Tribunal  Office,  Upper  Yard,  Dublin  Castle, 
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Dublin  2  and  should  indicate  the  matters  upon  which  he  desires  to  give  evidence  and 
the  nature  of  his  evidence. 

Any  interested  person  who  requires  a  subpoena  to  secure  the  attendance  of  witnesses 
at  the  Inquiry  should  forward  the  names  and  addresses  of  such  witnesses  to  the 
Registrar, 

Consultation  rooms  will  be  available  for  interested  parties  on  request  to  Conference 
Office,  Dublin  Castle. 

BY  ORDER  OF  THE  Tribunal 

THE  6TH  DAY  OF  JUNE,  1991 

/^+-- 

(3)  f  The  terms  of  the  Resolution  were  unusually  broad  in  their  drafting  and  scope  and,  as 
stated  by  the  Tribunal  during  the  course  of  its  opening  remarks,  they  were  so  drafted  as 
to  enable  and  indeed  to  oblige  the  Tribunal  to  carry  out  a  wide-ranging  and  full  investi- 
gation into  the  matters  entrusted  to  itT 

(4)  Miss  Christina  Loughlin  of  the  Chief  State  Solicitor's  Office  was  appointed  Solicitor 
to  the  Tribunal,  and  Mr  Eoin  McGonigal  SC,  Mr  David  Byrne  SC  and  Mr  Raymond 
Fullam  BL  assisted  by  Miss  Angela  O'Reilly  BL  were  appointed  Counsel  to  the  Tribunal. 
The  appointment  of  such  Solicitor  and  Counsel  to  the  Tribunal  was  necessary  in  order  to 
enable  the  Tribunal  to  undertake  investigations,  to  have  investigations  carried  out  on  its 
behalf,  to  obtain  statements  from  witnesses,  to  arrange  the  attendance  of  witnesses  in  due 
order,  to  prepare  and  serve  Book  of  Documents  and  statements  of  witnesses  on  all  "inter- 
ested parties",  to  present  the  evidence  and  examine  the  witnesses. 

(5)  ^Between  the  date  of  its  establishment  and  the  first  preliminary  sitting,  the  Tribunal 
considered  the  transcript  of  the  "World  in  Action"  programme  transmitted  by  ITV  on 
the  13th  day  of  May  1991  and  the  official  copies  of  the  Dail  Report  of  the  proceedings 
therein  from  February  1988  to  May  1991  for  the  purpose  of  ascertaining  and  extracting 
therefrom  the  allegations  concerning  illegal  activities,  fraud  and  malpractice  in  and  in 
connection  with  the  beef  processing  industry  made  or  referred  to  therein]  This  considera- 
tion of  the  official  Dail  Reports  for  the  said  purpose  was  made  unnecessarily  difficult  for 
the  Tribunal  because  of  the  failure  to  indicate  in  the  Resolutions  passed  by  the  Houses  of 
the  Oireachtas  the  dates  upon  which  the  allegations  which  the  respective  Houses  consid- 
ered of  urgent  public  importance  were  made  or  even  indicate  the  period  in  which  they 
were  made  or  in  any  way  to  particularise  the  said  allegations.  As  a  consequence  of  such 
failure  the  Tribunal  was  obliged  to  inquire  into  all  the  allegations  which  it  could  discover 
in  the  official  Dail  Reports. 

(6)  yVt  the  first  preliminary  sitting  of  the  Tribunal  held  on  the  21st  day  of  June,  1991 
Counsel  read  out  a  Statement  of  the  Allegations  made  or  referred  to  in  Dail  Eireann  and 
which  had  been  extracted  by  the  Tribunal  from  the  Transcript  of  the  "World  in  Action" 
programme  and  the  official  reports  of  proceedings  in  Dail  Eireann. 

(7)  At  the  conclusion  of  the  reading  of  the  Statement  of  Allegations,  the  Tribunal  invited 
and  received  applications  by  interested  parties  for  representation  at  the  Inquiry. 

(8)  The  Tribunal  accepted  that  the  following  were  ''interested  persons"  within  the  mean- 
ing of  the  Tribunals  of  Inquiry  (Evidence)  Act  1921  and  allowed  them  to  be  represented 
at  the  Inquiry: 
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(a)  The  Attorney  General  and  all  State  Authorities  who  were  represented  by  Mr  H 
Whelehan  SC,  Mr  Henry  Hickey,  Mr  Gerry  Danaher  BL  and  Mr  Colm  6  hOisin 
BL  instructed  by  Mr  John  Corcoran  of  the  Chief  State  Solicitor's  Office. 

Subsequently  Mr  Whelehan  was  appointed  as  Attorney  General  and  was  replaced 
by  Mr  Conor  Maguire  SC. 

(b)  Goodman  International  and  its  subsidiary  companies  involved  in  the  beef  pro- 
cessing industry  who  were  represented  by  Mr  Dermot  Gleeson  SC,  Mr  Peter 
Kelly,  SC,  Mr  Michael  Collins,  BL,  and  Mr  Ian  Finlay  BL  who  were  instructed 
by  Messrs  A  &  L  Goodbody,  Solicitors. 

(c)  Mr  Larry  Goodman,  who  was  represented  by  Mr  Seamus  McKenna  SC  and  Mr 
Donal  O'Donnell  BL  instructed  by  Messrs  A  &  L  Goodbody. 

r 

(9)  [_The  allegations  which  the  Tribunal  was  established  to  inquire  into  were  serious  and 
wide-ranging  and  were  made  against  Mr  Larry  Goodman,  Goodman  International  and  its 
subsidiary  and  associated  companies,  members  of  the  Government  including  the  then 
Taoiseach,  Mr  Charles  J  Haughey  and  the  then  Minister  for  Industry  and  Commerce,  Mr 
Albert  Reynolds,  officials  of  various  State  authorities,  such  as  the  Department  of  Agricul- 
ture, the  Department  of  Industry  and  Commerce,  the  Revenue  Commissioners,  the  Cus- 
toms and  Excise  and  many  othersTj 

(10)  Because  of  the  seriousness  of  the  allegations  and  because  of  the  potential  damage  to 
the  reputations  and  good  names  of  the  persons  against  whom  the  allegations  were  made, 
and  the  risk  of  personal  hurt  and  injustice  to  any  person  involved  in  the  inquiries,  the 
Tribunal  was,  from  the  outset,  concerned  and  indeed  obliged  to  have  regard  to  the  prin- 
ciples of  natural  justice  in  the  conduct  of  its  inquiries  and  to  ensure  that  fair  procedures 
were  adopted  by  it. 

(11)  In  the  course  of  the  Report  of  the  Royal  Commission  on  Tribunals  of  Inquiry  under 
the  Chairmanship  of  The  Right  Honourable  Lord  Justice  Salmon  (1966)  the  Commission 
stated  and  recommended  that  the  following  cardinal  principles  should  be  observed  to 
minimise  the  risk  of  personal  hurt  and  injustice  to  any  person  involved  in  the  inquiries:— 

(i)  before  any  person  becomes  involved  in  an  inquiry,  the  Tribunal  must  be  satisfied 
that  there  are  circumstances  which  affect  him  and  which  the  Tribunal  proposes  to 
investigate. 

(ii)  before  any  person  who  is  involved  in  an  inquiry  is  called  as  a  witness,  he  should 
be  informed  in  advance  of  allegations  against  him  and  the  substance  of  the  evid- 
ence in  support  of  them. 

(iii)  (a)  he  should  have  adequate  opportunity  of  preparing  hts  case  and  of  being 

assisted  by  legal  advisers. 

(b)  his  legal  expenses  should  normally  be  met  out  ot  public  tunas. 

(iv)  he  should  have  the  opportunity  of  being  examined  by  his  own  solicitor  or  counsel 
and  of  stating  his  case  in  public  at  the  inquiry. 

(v)  any  material  witnesses  he  wishes  called  at  the  inquiry  should,  if  reasonably  practic- 
able, be  heard. 
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(vi)  he  should  have  the  opportunity  of  testing  by  cross-examination  conducted  by  his 
own  solicitor  or  counsel  any  evidence  which  may  affect  him. 

(12)  In  re  Haughey  1971  IR  p  217,  stated  that  the  minimum  protection  which  should  be 
offered  to  a  person  against  whom  allegations  are  made  is  that:- 

(a)  he  should  be  furnished  with  a  copy  of  the  evidence  which  reflected  on  his  good 
name; 

(b)  he  should  be  allowed  to  cross-examine,  by  Counsel,  his  accuser  or  accusers; 

(c)  he  should  be  allowed  to  give  rebutting  evidence;  and 

(d)  he  should  be  permitted  to  address,  again  by  Counsel,  the  Committee  in  his  own 
defence. 

(13)  In  order  to  comply  with  these  requirements  the  Tribunal  and  its  staff  were  obliged 
to  carry  out  extensive  and  detailed  inquiries,  examine  critically  the  submissions  made  by 
interested  parties,  interview  potential  witnesses  and  obtain  statements  from  them,  deter- 
mine what  evidence  was  relevant  and  admissible,  consider  and  evaluate  a  massive  amount 
of  documentation  received  from  interested  parties  and  in  particular  from  various  Govern- 
ment Departments.  The  nature  and  extent  of  the  inquiries  carried  out  by  the  Tribunal  are 
illustrated  in  some  detail  elsewhere  in  this  Report. 

(14)  Arising  from  such  inquiries,  statements  had  to  be  prepared,  incorporated  into  book 
form  and  including  numerous  exhibits  and  served  on  interested  parties,  particularly  those 
against  whom  allegations  were  made. 

(15)  All  of  this  was  time  consuming  and  while  this  work  was  in  progress  a  further  number 
of  preliminary  public  sittings  were  held  on  the  26th  day  of  July  1991,  the  26th  day  of 
August,  1991  and  the  30th  day  of  September,  1991. 

(16)  These  latter  preliminary  sittings  dealt  mainly  with  the  applications  for  representation 
at  the  Inquiry  and  further  submissions  in  regard  thereto. 

(17)  Submissions  with  regard  to  representation  were  made  on  behalf  of  Granada  Televi- 
sion by  Mr  Niall  Fennelly  SC  instructed  by  McCann  Fitzgerald  &  Co  Solicitors,  Mr  Brian 
McCracken  SC  instructed  by  Spring,  Murray  &  Co  Solicitors  on  behalf  of  Deputy  Dick 
Spring,  Mr  Frank  Clarke  SC  instructed  by  Murray,  Sweeney  &  Co  on  behalf  of  Zachariah 
Al  Taher,  Mr  David  Hamilton  SC  instructed  by  Donal  J.  Hamilton,  Solicitors  on  behalf 
of  the  Amalgamated  Transport  and  General  Workers  Union,  Mr  Richard  Kean,  BL,  on 
behalf  of  SIPTU,  instructed  by  Bowler,  Geraghty  and  Company  Solicitors,  Mr  Michael 
Gray  BL  instructed  by  Henry  P  Kelly  &  Co  Solicitors  on  behalf  of  the  United  Farmers 
Association,  and  Mr  Michael  White  Solicitor  on  behalf  of  Deputy  Tomas  MacGiolla  and 
Deputy  Patrick  Rabbitte. 

(18)  On  the  26th  day  of  July  1991  limited  representation  was  granted  to:- 

(a)  SIPTU,  for  whom  Mr  Ercus  Stewart  SC,  and  Mr  Richard  Kean  BL  (instructed 
by  Bowler  Geraghty  and  Co)  appeared  on  the  basis  that  they  represented  a  con- 
siderable number  of  members  employed  in  the  AIBP  plants  in  Bageualstown, 
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Nenagh,  Cahir,  Waterford,  Rathkeale  and  Donegal  and  allegedly  involved  in 
illegal  and  irregular  practices. 

(b)  Amalgamated  Transport  and  General  Workers  Union,  for  whom  Mr  David  Ham- 
ilton SC  and  Mr  Barry  Hickson  BL  (instructed  by  Donal  J.  Hamilton  and  Co 
Solicitors)  appeared  on  the  same  basis  as  granted  to  SIPTU. 

(c)  Mr  Zachariah  Al  Taher,  beneficial  owner  of  the  Taher  Group  of  companies,  for 
whom  Mr  Frank  Clarke  SC  and  Mr  Bill  Shipscy  BL  (instructed  by  Murray 
Sweeney  &  Co  Solicitors)  appeared. 

(d)  United  Farmers  Association  for  whom  Mr  Paul  Callan  SC  and  Mr  Denis  Vaughan 
Buckley  SC  and  Mr  Michael  Gray  BL  (instructed  by  Henry  P  Kelly  &  Co, 
Solicitors)  appeared.  They  had  sought  full  representation  as  interested  parties 
before  the  Inquiry  but  representation  was  only  granted  on  a  limited  basis. 

(<?)  Mr  Liam  Marks,  for  whom  Mr  Eamonn  Coffey  BL  (instructed  by  Johnston 
Lavery  and  McGahon,  Solicitors)  appeared  on  the  basis  that  he  was  allegedly 
involved  in  the  commission  of  certain  irregular  and  illegal  activities  to  be  inquired 
into  by  the  Tribunal. 

(19)  On  this  date,  Mr  Tomas  MacGiolla  and  Mr  Patrick  Rabbitte  TD,  for  whom  Mr 
Adrian  Hardiman  SC  and  Mr  Thomas  O'Connell  BL  appeared,  instructed  by  Michael  D. 
White,  Solicitor,  merely  sought  representation  whilst  giving  evidence  before  the  Tribunal 
and  the  application  was  granted.  Such  right  of  representation  was  subsequently  extended 
to  cover  the  periods  during  which  evidence  was  being  given  in  relation  to  the  specific 
allegations  made  by  either  of  them. 

(20)  On  this  date,  Mr  McCracken,  SC  who  appeared  for  Mr  Dick  Spring,  TD.  reserved 
his  position  with  regard  to  the  nature  and  extent  of  the  representations  which  he  would 
seek. 

(21)  The  Tribunal  had  hoped  to  start  its  public  hearings  on  the  26th  day  of  August  1991 
but  was  obliged  to  adjourn  such  hearings  in  order  to  enable  the  Tribunal  to  continue  the 
preparation  of  documents  and  the  taking  of  statements  from  witnesses  which  had  to  be 
served  on  the  interested  parties  before  the  public  hearings  could  begin  and  in  ample  time 
to  enable  them  to  deal  with  the  allegations  contained  therein. 

(22)  Despite  its  best  endeavours  the  Tribunal  was  unable  to  serve  the  necessary  docu- 
mentation on  the  Chief  State  Solicitor,  on  behalf  of  the  Attorney  General  and  all  the 
State  Authorities,  and  on  Messrs  A  &  L  Goodbody,  on  behalf  of  Goodman  International 
and  its  subsidiary  and  associated  companies  and  Mr  Larry  Goodman,  until  the  afternoon 
of  Friday  the  27th  September,  1991  and  when  the  Tribunal  sat  on  the  30th  day  of  Sep- 
tember 1991,  it  adjourned  its  proceedings  until  the  9th  day  of  October,  1991  in  order  to 
enable  the  parties  to  consider  the  huge  amount  of  documentation  served  on  them. 

(23)  At  the  hearing  on  30th  September  1991,  Mr  McCracken  on  behalf  of  Mr  Spring  TD 
sought  representation  before  the  Inquiry  when  the  Tribunal  was  dealing  with  the  allega- 
tions made  by  his  client  and  this  application  was  granted.  In  addition  Mr  Jim  Fairbairn, 
for  whom  Mr  Paul  Fogarty  BL  (instructed  bv  Messrs  Moran  and  Ryan,  Solicitors) 


appeared,  was  granted  limited  representation  when  matters  in  which  he  was  alleged  to 
have  been  involved  were  being  dealt  with  by  the  Tribunal. 

(24)  On  the  9th  day  of  October  1991  Counsel  to  the  Tribunal  opened  proceedings  by 
setting  forth  in  detail  the  allegations  to  be  inquired  into  by  the  Tribunal  and  which  had 
been  served  on  the  interested  parties.  A  copy  of  this  Book  of  Allegations  is  contained  in 
Appendix  1. 

(25)  Counsel  on  behalf  of  Goodman  International  and  Counsel  on  behalf  of  Mr  Laurence 
Goodman  made  certain  submissions  to  and  sought  certain  rulings  from  the  Tribunal, 

In  connection  therewith,  the  Tribunal  heard  submissions  from  Counsel  for  the  Attorney 
General  and  State  authorities,  Counsel  for  Mr  Spring  TD,  Counsel  for  Messrs  Rabbitte 
TD  and  MacGiolla  TD  and  Counsel  to  the  Tribunal. 

The  Tribunal  ruled  on  the  matters  raised  in  these  submissions  on  the  10th  day  of  October, 
1991. 

(26)  The  Tribunal  then  adjourned  its  hearing  in  regard  to  these  matters  because  it  was 
indicated  to  it  by  Counsel  to  Goodman  International  that  it  was  proposed  to  challenge  its 
rulings  in  the  High  Court. 

(27)  On  the  11th  day  of  October  1991  Counsel  on  behalf  of  Goodman  International  and 
Mr  Laurence  Goodman  sought  and  obtained  from  the  High  Court  leave  to  apply  for  the 
following  reliefs:- 

(i)  A  Declaration  that  the  first  named  Respondent  cannot  lawfully  enquire  into  and 
determine  matters  which  are  the  subject  of  Civil  Litigation; 

(ii)  A  Declaration,  that  the  first  named  Respondent  cannot  lawfully  enquire  into  or 
consider,  matters  which  are  or  may  be  the  subject  of  purely  private  disputes; 

(iii)  A  Declaration  that  the  first  named  Respondent  cannot  lawfully  enquire  into,  con- 
sider or  determine  matters  which  have  already  been  the  subject  of  criminal  pro- 
secution; 

(iv)  A  Declaration  that  the  first  named  Respondent  cannot  lawfully  enquire  into 
and/or  determine  the  truth  or  otherwise  of  allegations  of  criminal  conduct; 

(v)  A  Declaration  that  the  first  named  Respondent,  in  conducting  his  enquiry,  cannot 
lawfully  consider  for  the  purposes  of  determination,  evidence  which  is  not  admiss- 
ible in  Courts  established  under  the  Constitution; 

(vi)  A  Declaration  that  no  evidence  should  be  led  which  potentially  adversely  affects 
the  good  name  or  property  rights  of  a  party  unless  it  is  evidence  which  would  be 
admissible  in  Courts  established  under  the  Constitution; 

(vii)  A  Declaration  that  where  doubtful  or  questionable  evidence  which  has  the  poten- 
tial for  adversely  affecting  the  good  name  or  property  rights  of  a  party  before  the 
Tribunal  is  sought  to  be  led,  that  such  evidence  ought  first  be  heard  and  ruled 
upon  in  a  private  sitting  of  the  Tribunal. 
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(viii)  A  Declaration  that  the  first  named  Respondent  is  obliged  to  furnish  and  identify 
to  the  Applicants  statements  of  the  evidence  which  it  is  proposed  to  adduce  and 
to  afford  to  the  Applicants  a  reasonable  time  to  consider  such  statements. 

(ix)  An  Order  of  Prohibition  preventing  the  first  named  Respondent  from  proceeding 
with  the  enquiry  other  than  in  accordance  with  the  Declarations  aforesaid. 

(x)  Such  further  and  other  relief  as  to  this  Honourable  Court  shall  seem  fit  or 
necessary. 

The  proceedings  were  heard  by  the  High  Court  on  the  15th  and  16th  days  of  October 
1991  and  judgment  thereon  was  delivered  on  the  21st  day  of  October  1991  and  the  applica- 
tion made  on  behalf  of  Goodman  International  and  Mr  Laurence  Goodman  was  dismissed 
and  the  relief  sought  was  refused. 

The  applicants  appealed  to  the  Supreme  Court  against  the  Order  of  the  High  Court  and 
their  appeal  was  heard  by  the  Supreme  Court  on  the  24th  day  of  October  1991  and  success- 
ive days  concluding  on  the  30th  day  of  October  1991. 

Judgment  by  the  Supreme  Court  was  delivered  on  the  1st  day  of  November,  1991,  dis- 
missing the  said  appeal  and  affirming  the  judgment  and  Order  of  the  High  Court. 

Because  the  applicants  in  this  case  had  raised  issues  affecting  the  jurisdiction  of  the  Tribu- 
nal and  the  procedures  adopted  by  it,  the  Tribunal  had  adjourned  its  public  hearings 
pending  the  final  determination  of  these  issues. 

(28)  The  Tribunal  resumed  its  hearings  on  the  7th  day  of  November,  1991. 

(29)  The  Tribunal  heard  evidence  on  226  days  and  oral  submissions  at  the  conclusion  of 
the  oral  evidence  for  5  days. 

(30)  All  the  oral  testimony,  and  submissions,  was  taken  down  by  stenographers,  tran- 
scribed over-night  and  is  delivered  with  this  Report. 

(31)  475  witnesses  gave  oral  testimony  before  the  Tribunal. 

A  chronological  list  of  witnesses  was  prepared  by  the  Tribunal  Registrar  and  this  together 
with  transcript  references  in  which  the  witness's  oral  testimony  is  to  be  found  is  contained 
in  Appendix  2. 

(32)  With  regard  to  the  manner  in  which  oral  testimony  was  adduced  before  the  Tribunal, 
the  Tribunal  adopted  the  procedure  which  had  been  followed  in  recent  Inquiries  of  a  similar 
nature,  such  as  the  Whiddy  Island,  Stardust  and  Kerry  Babies  Inquiries,  which  was  that:— 

(i)  All  witnesses  were  called  by  the  Tribunal's  counsel  and  first  examined  by  him; 

(ii)  they  were  then  available  fui  cross-examination  by  Counsel  or  Solicitor  for  the 
parties  to  whom  the  right  of  representation  had  been  granted  and  who  had  a 
legitimate  interest  in  the  evidence  of  the  witness  in  the  appropriate  order; 

(iii)  If  necessary,  they  were  then  cross-examined  by  Counsel  to  the  Tribunal. 
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In  a  number  of  isolated  instances  this  procedure  was  varied  by  permitting  Counsel  or 
Solicitor  appearing  for  a  particular  witness  to  lead  the  evidence. 

Prior  to  their  giving  evidence,  a  written  statement  of  the  witness's  evidence  and  all  relevant 
documentation  was  circulated  to  all  the  parties  interested  by  the  Solicitor  to  the  Tribunal. 

^3)  In  approaching  the  consideration  of  the  evidence  adduced  or  sought  to  be  adduced 
before  the  Tribunal,  the  Tribunal  at  all  times  had  regard  to  its  function  which,  as  described 
by  the  Chief  Justice  in  the  case  of  Goodman  International  and  Laurence  Goodman  -v- 
The  Sole  Member  of  the  Tribunal  of  Inquiry,  was  to  carry  out  a  "simple  fact-finding 
operation"  and  then  to  report  thereon  to  the  Legislature  through  the  Minister  for  Agricul- 
ture and  Food,  and  in  so  doing  had  regard  only  to  properly  admitted  evidence  which  had 
been,  where  necessary,  subjected  to  cross-examination  by  Counsel  or  Solicitor  appearing 
for  any  party  likely  to  be  affected  thereby. 

(34)  Many  of  the  written  submissions  or  statements  made  to  the  Tribunal  contained  mat- 
erial which  was  based  on  rumour  or  hearsay.  In  connection  with  this  material  the  Tribunal 
adopted  the  same  approach  as  did  the  Tribunal  of  Inquiry  into  dealings  in  Great  Southern 
Railway  Stock  referred  to  in  the  case  of  the  previous  paragraph  of  this  Report  viz  it  has 
sifted  through  rumour  and  hearsay  but  relies  only  on  evidence,  properly  admitted,  for  its 
findings^/ 

(35)  In  the  production  to  and  hearing  of  evidence  before  the  Tribunal,  Counsel  to  the 
Tribunal  and  the  Tribunal  were  at  all  times  conscious  of  the  obligation  to  ensure  that  all 
the  requirements  of  fair  procedures  had  been  complied  with.  The  relevant  'interested 
parties'  likely  to  be  affected  by  such  evidence  were  furnished  with  a  copy  of  the  evidence 
intended  to  be  given  and  all  relevant  documentation.  The  witnesses  were  subject  to  cross- 
examination.  Any  party  affected  by  such  evidence  was  afforded  the  opportunity,  if  he  so 
wished,  of  calling  rebutting  evidence  and  of  addressing  the  Tribunal. 


(36)  During  the  course  of  the  proceedings  before  the  Tribunal,  a  number  of  applications 
for  representation  on  a  limited  basis  were  made  to  the  Tribunal,  by  or  on  behalf  of  wit- 
nesses involved  in  the  inquiry  and  whose  reputations  could  be  affected  by  the  findings  of 
the  Tribunal,  and  in  the  interest  of  fair  procedures  such  applications  were  acceded  to.  A 
full  list  of  the  parties  who  were  granted  such  representation  is  set  forth  in  Appendix  3. 

(37)  Included  in  this  list  is  the  representation  granted  to  Deputy  Desmond  O'Malley.  In 
his  then  capacity  as  Minister  for  Industry  and  Commerce  he  was  represented  by  Counsel 
for  the  State  Authorities  but  a  number  of  the  allegations  with  regard  to  the  administration 
of  the  Export  Credit  Insurance  Scheme  being  inquired  into  by  the  Tribunal  had  been 
made  by  him  in  his  capacity  as  a  Dail  Deputy  in  Dai!  Eireann  and  in  that  capacity,  he  was 
granted  separate  representation  while  these  allegations  were  being  inquired  into. 

(38)  The  granting  of  representation  at  the  Tribunal  to  so  many  parties  was  necessitated 
by  the  far  reaching  inquiries  which  the  Tribunal  was  obliged  to  undertake  in  pursuance  of 
the  resolution  passed  by  both  Houses  of  the  Oireachtas  and  by  the  obligation  placed  on 
the  Tribunal  to  follow  fair  procedures  as  outlined  herein.  Every  witness  who  was  likely  to 
be  affected  by  the  findings  of  the  Tribunal  was  entitled  to  be  legally  represented  before 
the  Tribunal. 
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(39)  Section  6  of  the  Tribunals  of  Inquiry  (Evidence)  (Amendment)  Act  1979  provides 
that:— 

"(1)  Where  a  Tribunal,  or,  if  the  Tribunal  consists  of  more  that  one  member,  the 
chairman  of  the  Tribunal,  is  of  opinion  that,  having  regard  to  the  findings  of  the 
Tribunal  and  all  other  relevant  matters,  there  are  sufficient  reasons  rendering  it 
equitable  to  do  so,  the  Tribunal  or  the  chairman,  as  the  case  may  be,  may  by 
order  direct  that  the  whole  or  part  of  the  costs  of  any  person  appearing  before 
the  Tribunal  by  counsel  or  solicitor,  as  taxed  by  a  Taxing  Master  of  the  High 
Court,  shall  be  paid  to  the  person  by  any  other  person  named  in  the  order. 

(2)  Any  sum  payable  pursuant  to  an  order  under  this  section  shall  be  recoverable  as 
a  simple  contract  debt  in  any  Court  of  competent  jurisdiction, 

(3)  Any  sum  payable  by  the  Minister  for  Finance  pursuant  to  an  order  under  this 
section  shall  be  paid  out  of  moneys  provided  by  the  Oireachtas. 

(40)  In  the  course  of  his  judgment  in  the  case  of  Goodman  International  and  Laurence 
Goodman  -v-  The  Sole  Member  of  the  Tribunal  of  Inquiry,  the  late  Mr  Justice  McCarthy 
in  dealing  with  the  provisions  of  Section  6  stated  that:— 

"(c)S.6  :  The  liability  to  pay  costs  cannot  depend  upon  the  findings  of  the  Tribunal 
as  to  the  subject  matter  of  the  Inquiry. 

When  the  inquiry  is  in  respect  of  a  single  disaster,  then,  ordinarily,  any  party  permit- 
ted to  be  represented  at  the  inquiry  should  have  their  costs  paid  out  of  public  funds. 
The  whole  or  part  of  those  costs  may  be  disallowed  by  the  Tribunal  because  of  the 
conduct  of  or  on  behalf  of  that  party  at,  during  or  in  connection  with  the  inquiry.  The 
expression  'findings  of  the  Tribunal  should  be  read  as  the  findings  as  to  the  conduct 
of  the  parties  at  the  Tribunal.  In  all  other  cases  the  allowance  of  costs  at  public 
expense  lies  within  the  discretion  of  the  Tribunal,  or,  where  appropriate,  its 
Chairman." 

The  Chief  Justice  stated  that:— 

"with  regard  to  the  other  questions  raised  concerning  the  construction  of  Ss  4,  5,  and 
6  of  the  Act  of  1979  I  have  had  the  opportunity  of  reading  the  judgment  which  is 
about  to  be  delivered  by  McCarthy  J,  and  I  agree  with  it". 

(41)  It  is  quite  clear  from  this  judgment  that  in  the  exercise  of  its  discretion  to  direct  the 
payment  of  the  whole  or  part  of  the  costs  of  any  person  appearing  before  the  Tribunal  by 
Counsel  or  Solicitor,  the  Tribunal  cannot  have  regard  to  any  of  the  findings  of  the  Tribunal 
on  the  matters  being  inquired  into  by  it  but  is  only  entitled  to  consider 

"the  conduct  of  or  on  behalf  of  a  party  at,  during  or  in  connection  with  the  inquiry" 

and  that  unless  such  conduct  so  warrants,  a  party  permitted  to  be  represented  at  the 
inquiry  should  have  their  costs  paid  out  of  public  funds. 

(42)  During  the  course  of  the  hearings  before  it,  the  Tribunal  was  obliged  to  make  rulings 
on  such  matters  as  the  right  to  representation  before  the  Tribunal,  the  alleged  right  of 
certain  journalists  and  reporters  to  claim  privilege  in  respect  of  the  sources  of  information 
published  by  them,  the  common  law  and  constitutional  rights  of  members  of  the  Houses 
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of  the  Oireachtas  to  refuse  to  disclose  the  sources  of  information  on  the  basis  of  which 
statements  were  made  therein,  and  the  absolute  confidentiality  of  discussions,  as  distinct 
from  decisions,  of  the  Cabinet. 

(43)  A  number  of  these  rulings  were  challenged  in  the  High  Court  and  Supreme  Court 
and  the  Rulings  of  the  Tribunal  were  upheld  in  the  cases  of: — 

(i)  Boyhan  and  Others  -v-  Tribunal  of  Inquiry  into  the  Beef  Processing  Industry 
(reported  at  1992  ILRM  545)  which  dealt  with  the  right  of  representation. 

(ii)  Goodman  International  and  Laurence  Goodman  -v-  The  Sole  Member  of  the 
Tribunal  of  Inquiry  into  the  Beef  Processing  Industry,  Ireland  and  The  Attorney 
General  (reported  at  1992  21 R  542),  which  involved  a  challenge  to  the  constitu- 
tionality of  the  Tribunal  and  procedures  followed  by  it. 

(iii)  Kiberd  and  Carey  -v-  The  Tribunal  (reported  at  1992  2IR  257),  which  dealt  with 
the  question  of  the  privilege  claimed  by  journalists  to  refuse  to  disclose  sources 
of  information. 

(iv)  Attorney  General  -v-  The  Tribunal,  Goodman  International  and  Laurence  Good- 
man and  Dick  Spring  TD,  Pat  Rabbitte  TD  and  Tomas  MacGiolla  (Notice  Parties) 
which  dealt  with  the  constitutional  privileges  of  members  of  the  Oireachtas. 

The  challenge  by  the  Attorney  General  to  the  ruling  made  by  the  Tribunal  with  regard  to 
its  right  to  inquire  into  discussions  at  the  Cabinet  was  upheld  by  the  Supreme  Court  in 
the  case  of  the  Attorney  General  -v-  The  Sole  Member  of  the  Tribunal  of  Inquiry  into 
the  Beef  Processing  Industry,  The  Honourable  Liam  Hamilton  (Reported  at  1993  ILRM 
81). 

(44)  By  virtue  of  the  ruling  of  the  Supreme  Court  on  the  question  of  absolute  privilege 
from  disclosure  of  discussions  which  took  place  at  meetings  of  the  Cabinet,  the  Tribunal 
was  prohibited  from  inquiring  as  to  such  discussions  and  members  of  the  Cabinet  were 
equally  precluded  from  giving  evidence  with  regard  thereto, 

(45)  Ms  Susan  O'Keeffe,  who  was  the  main  researcher  for  the  programme  transmitted  by 
ITV  and  which  contained  many  of  the  allegations  inquired  into  by  the  Tribunal,  gave 
evidence  before  the  Tribunal  and  when  requested  so  to  do  refused  to  give  the  names  and 
addresses  of  all  persons  interviewed  by  her  in  the  course  of  her  research  into  the  pro- 
gramme and  Granada  Television  refused  to  make  available  to  the  Tribunal  all  film  and 
rushes  in  their  possession  which  were  unused  in  the  transmission  of  the  programme  and 
the  notes  taken  and  memoranda  prepared  by  Ms  O'Keeffe. 

(46)  The  Tribunal  had  made  rulings  with  regard  to  the  nature  and  extent  of  the  privilege 
enjoyed  by  members  of  each  House  of  the  Oireachtas  by  reason  of  the  provisions  of  the 
Constitution  which  included  the  privilege  of  not  disclosing  the  sources  of  the  information 
available  to  them  and  relevant  to  the  matters  being  inquired  into  by  the  Tribunal. 

(47)  Because  of  the  failure  to  have  the  information  referred  to  at  45  and  46  above,  Coun- 
sel for  Goodman  International  and  associated  companies  and  Counsel  for  State  authorities 
submitted  to  the  Tribunal  that  their  constitutional  rights  were  not  being  vindicated  and 
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that  irrespective  of  the  evidence  given  or  to  be  given  the  Tribunal  was  not  entitled  to 
proceed  with  its  inquiries. 

(48)  In  rejecting  this  submission,  the  Tribunal  again  emphasised  and  does  so  again  that 
its  findings  would  not  be  based  on  hearsay  evidence  but  on  the  basis  of  direct  evidence 
given  on  oath  and  which  had  been  subject  where  necessary  to  cross-examination. 

(49)  This  ruling  was  challenged  by  Goodman  International  and  Laurence  Goodman  in  an 
application  for  Judicial  Review  in  the  High  Court  to  which  application  the  Attorney  Gen- 
eral and  Deputies  Spring,  Rabbitte  and  MacGioIla  were  Notice  Parties. 

(50)  It  appears  from  the  judgment  of  Mr  Justice  Geoghegan  delivered  on  the  18th  day  of 
February  1993  that  it  was  submitted  on  behalf  of  the  applicants  that  the  Tribunal  was  in 
breach  of  its  constitutional  obligations  to  vindicate  the  good  name  of  each  of  the  applic- 
ants, viz  Goodman  International  and  Laurence  Goodman,  by  not  expressly  terminating 
all  further  inquiry  into  any  of  the  allegations  made  in  the  Dail  or  in  the  World  in  Action 
programme  and  not  giving  an  immediate  express  vindication  of  the  applicant's  good  name. 

(51)  This  application  was  refused  in  the  High  Court  but  an  appeal  from  such  Order  is  still 
pending  in  the  Supreme  Court. 

(52)  The  Tribunal  is  however  satisfied  that  it  has  fulfilled  its  responsibilities  to  all  parties 
to  ensure  that  the  proceedings  before  it  were  conducted  in  accordance  with  the  principle 
of  constitutional  justice  and  fair  procedures  and  has  had  due  regard  to  the  rights,  constitu- 
tional and  otherwise,  of  ail  parties  and  witnesses  appearing  before  it. 

(53)  Again  it  must  be  emphasised  that  the  function  of  a  Tribunal  appointed  under  the 
Act  is  to  conduct  an  inquiry  to  establish  the  truth  or  otherwise  of  the  matters  which  have 
been  referred  to  it  by  the  Oireachtas.  In  determining  these  matters,  the  Tribunal  has  relied 
only  on  evidence  given  before  the  Tribunal,  which  was  legally  admissible  and  accepted  by 
the  Tribunal. 


view  of  the  nature  of  some  of  the  allegations  the  Tribunal  sought  particulars  of 
contributions  made,  by  companies  or  persons  engaged  in  the  food  processing  industry,  to 
Political  Parties,  Ministers  and  a  number  of  individual  members  of  Dail  Eireann,  from  the 
parties  concerned  and  the  companies  making  the  contribution. 

The  Tribunal  received  full  co-operation  from  all  parties  concerned  and  the  relevant  details 
were  supplied  as  requested  by  the  Tribunal.  The  Tribunal  does  not  intend  to  refer  further 
to  this  matter  or  report  thereon  as  the  Tribunal  is  satisfied  that  such  contributions  were 
normal  contributions  made  to  Political  Parties  and  did  not  in  any  way  affect  or  relate  to 
the  matters  being  inquired  into  by  the  Tribunal.  1 


(55)  As  stated  475  witnesses  gave  evidence  before  the  Tribunal  on  different  matters  relev- 
ant to  the  matters  being  inquired  into  by  the  Tribunal  which  evidence  is  contained  in 
approximately  452  books  of  transcripts  which  are  delivered  with  the  Report.  It  would  be 
impossible  for  the  Tribunal  in  the  course  of  its  Report  to  refer  to  or  deal  with  the  entire 
of  such  evidence.  It  has  however  in  the  course  of  this  Report  dealt  with  the  evidence,  oral 
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and  documentary,  upon  which  it  has  relied  to  establish  the  facts  upon  which  the  Report 
is  based.  All  the  other  evidence  received  careful  consideration  from  the  Tribunal. 

(56)[jhe  function  of  the  Tribunal  was  to  'carry  out  a  simple  fact  finding  operation'  into 
the  truth  or  otherwise  of  the  allegations  regarding  illegal  activities,  fraud  and  malpractice, 
and  in  connection  with  the  beef  processing  industry  made  or  referred  to  in  Dail  Eireann 
and  on  a  television  programme  transmitted  by  ITV  on  the  13th  May,  1991  and  in  pre- 
senting this  Report  has  sought  to  confine  its  role  to  that  function^? 


CHAPTER  TWO 

Inquiries  made  by 
Tribunal 


This  Chapter  is  intended  to  give  a  general  picture  of  the  nature  of  the  inquiries  made  by 
the  Tribunal  and  the  steps  taken  by  it  to  obtain  the  information  necessary  to  enable  it  to 
fulfil  its  function.  It  is  not  intended  to  be  all  embracing. 

Subsequent  to  its  establishment  on  31st  May,  1991,  the  Tribunal,  in  pursuance  of  its  inquir- 
ies and  in  addition  to  publishing  the  advertisement  in  the  National  Press  set  forth  in  the 
previous  Chapter  wrote  to  a  number  of  persons  and  bodies  seeking  information  and  evid- 
ence in  relation  to  the  matters  into  which  it  was  obliged  to  enquire.  A  list  of  the 
persons/bodies  from  whom  the  Tribunal  sought  information  or  assistance  is  attached  at 
Appendix  4.  Many  of  these  written  to  submitted  statements  and  or  documentation  to  the 
Tribunal  which  formed  the  basis  of  the  Books  of  Documents  ultimately  served  on  persons 
represented  before  the  Tribunal. 

In  June,  1991,  the  Tribunal  wrote  to  Granada  Television  which  had  broadcast  the  World 
in  Action  programme  referred  to  in  the  Resolution  passed  by  both  Houses  of  the  Oire- 
achtas.  In  July,  1991,  the  Tribunal  also  wrote  to  Ms  Susan  O'Keeffe,  programme 
researcher.  The  following  participants  in  the  programme  of  13/5/'91  were  written  to  by 
the  Tribunal: — 

Patrick  McGuinness 
John  Tomlinson 
Barry  Desmond 
Thomas  Ruddy 
Ray  Mac  Sharry 

Joe  Carey  —  EC  Court  of  Auditors 
Brendan  Solan  (Programme  of  22/7/1991). 
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Replies  were  received  from  all  those  contacted.  In  addition  submissions  were  received 
from  Granada  Television,  Patrick  McGuinness  and  Barry  Desmond.  The  EC  Court  of 
Auditors  forwarded  copies  of  a  number  of  its  reports  for  the  Tribunal's  attention. 

Between  June  —  August,  1991,  The  Tribunal  wrote  to  all  the  members  of  the  Oireachtas 
who  had  made  or  referred  to  allegations  in  Daii  Eireann  and  Seanad  Eireann,  inviting 
them  to  submit  to  the  Tribunal  all  relevant  information  in  their  possession. 

The  Tribunal  also  wrote  to  all  persons  and  organisations  referred  to  in  the  allegations  and 
invited  them  to  submit,  to  the  Tribunal,  all  relevant  information  in  their  possession: 

Members  and  former  members  of  government  were  requested  to  make  statements  on  any 
allegations  relating  to  their  area  of  responsibility  and  other  matters  arising  during  the 
course  of  the  Tribunal  and  did  so  on  receipt  of  such  request.  All  such  members  required 
by  the  Tribunal  to  give  evidence  before  it  did  so. 

Information  was  sought,  at  various  stages,  by  the  Tribunal  from  the  following  Departments 
of  State  or  State  bodies. 


Department  of  Agriculture  &  Food 
Department  of  Industry  &  Commerce 
Department  of  Finance 
Department  of  Social  Welfare 
Department  of  Foreign  Affairs 
Department  of  Labour 
Revenue  Commissioners 
Customs  &  Excise 
Comptroller  &  Auditor  General 
Department  of  the  Taoiseach 
Garda  Siochana 
European  Court  of  Auditors 
Secretary  to  the  Government 
Central  Statistics  Office 
Chief  State  Solicitors  Office 
Industrial  Development  Authority 
CBF 

Industrial  Credit  Corporation 
RTE. 

Director  of  Public  Prosecutions 


and  ail  relevant  information  sought  by  the  Tribunal  was  supplied  in  response  to  such 
requests. 

The  Tribunal  also  wrote  to  the  EC  Commission  and  again  all  necessary  information  was 
made  available  to  the  Tribunal. 

Files  dealing  with  relevant  matters  were  submitted  to  the  Tribunal  by  the  following  bodies 
and  organisations; 
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Department  of  Agriculture  &  Food 
Department  of  Industry  &  Commerce 
Peter  Fitzpatrick,  Examiner  to  G.I.  (Reports) 
EC  Court  of  Auditors  (Reports) 
Goodman  International 
Comptroller  and  Auditor  General 
Department  of  Foreign  Affairs 
Garda  Siochana 

Industrial  Development  Authority 

Revenue  Commissioners  &  Customs  and  Excise. 

In  addition  documentation  and  file  extracts  were  received  from  the  Department  of  Fin- 
ance and  the  Department  of  the  Taoiseach. 

A  number  of  persons  and  organisations  forwarded  submissions  to  the  Tribunal.  These 
gave  background  information  on  their  organisation's  involvement  with  the  beef  industry 
and/or  provided  information  on  the  various  matters  coming  within  the  Tribunal's  terms 
of  reference. 

The  Veterinary  Inspectors  and  Agricultural  Officer  grades  employed  in  all  plants  engaged 
in  beef  processing  were  asked  to  notify  the  Tribunal  of  any  instances  of  fraud,  malpractice 
or  irregularities  in  plants  under  their  control.  A  letter  in  these  terms  was  forwarded  to 
Veterinary  Inspectors  employed  directly  by  the  Department  of  Agriculture  (73),  Tempor- 
ary Veterinary  Inspectors  (340),  Agricultural  Officers  (141),  Classification  Officers  (54), 
Higher  Agricultural  Officers  (90),  Supervisory  Officers  (31)  and  Senior  Supervisory 
officers  (1). 

Replies  were  received  from  more  than  60%  of  permanent  Veterinary  Inspectors.  Only 
25%  of  those  in  Agricultural  officer  grades  responded  to  the  Tribunal's  letter.  Of  the  340 
Temporary  Veterinary  Inspectors  contacted,  25  replies  were  received. 

In  addition  the  Tribunal  wrote  directly  to  as  many  employees  and  former  employees  in 
the  beef  industry  as  could  be  identified.  They  were  asked  to  make  available  any  evidence 
in  relation  to  the  following  general  matters: 

(a)  Irregularities  in  the  meat  processing  business 

(b)  Method  of  payment  of  employees 

(c)  Non  disclosure  of  payment  of  employees 

(d)  Whether  contracts  of  service  exist  between  the  meat  company  and  the  employees. 

In  all  over  18,000  employees  and  former  employees  were  written  to  during  the  course  of 
the  Tribunal. 

The  response  rate  from  current  and  former  employees  to  the  Tribunal's  general  letter  was 
poor  with  written  replies  received  from  less  than  4%  of  those  contacted. 

The  Tribunal  sought  documentation  or  other  relevant  material  trom  reporters  in  the  tol- 
lowing  newspapers  /  magazines  who  had  written  articles  concerning  the  beef  processing 
industry: 
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The  Irish  Times 

The  Irish  Independent 

The  Sunday  Independent 

The  Sunday  Press 

Business  and  Finance 

The  Sunday  Tribune 

The  Sunday  Business  Post. 

A  letter  also  issued  to  reporters  in  RTE  who  had  been  involved  in  the  making  of  a 
programme  concerning  the  beef  industry. 

The  Tribunal  received  a  submission  from  Mr  Jerry  O'Callaghan,  RTE  who  had  investig- 
ated alleged  irregularities  in  the  beef  industry. 

The  Tribunal  asked  for  searches  to  be  carried  out  at  the  Companies  Registration  Office 
in  respect  of  approximately  85  companies.  A  small  number  of  searches  were  also  con- 
ducted at  the  Isle  of  Man,  Northern  Ireland,  U.K.  and  Channel  Island  Companies  Regis- 
tration Offices. 

The  Tribunal  heard  evidence  from  475  witnesses.  These  included  public  servants,  persons 
working  in  the  beef  industry  and  those  who  had  made  allegations  as  outlined  in  the  terms 
of  reference.  A  list  of  witnesses  prepared  by  the  Tribunal's  Registrar  is  contained  in 
Appendix  2,  A  list  of  exhibits  is  also  given  at  Appendix  5. 

From  the  files,  submissions  and  statements  made  available  to  it,  the  Tribunal  compiled 
books  of  documents  under  various  subject  headings.  In  all  the  Tribunal  compiled  52  vol- 
umes of  documentation  consisting  of  over  150  books,  together  with  additional  material 
not  presented  in  book  form.  These  documents  were  served  on  parties  who  had  been 
granted  legal  representation  before  the  Tribunal.  Those  who  were  granted  limited  repres- 
entation were  served  only  with  documents  relating  to  areas  for  which  they  had  such  repres- 
entation. 

In  addition  the  Tribunal  made  available  to  the  Department  of  Agriculture  and  Food  the 
information  and  documents  which  it  had  received  in  relation  to  alleged  illegal  activities  at 
the  AIBP  Plant  in  Rathkeale  and  made  available  to  the  Revenue  Commissioners  the 
information  and  documents  which  it  had  received  in  relation  to  instances  of  alleged  tax 
evasion. 


CHAPTER  3 

The  World  in  Action 
Programme 


1.  The  television  programme  referred  to  in  the  Resolution  passed  by  the  Houses  of  the 
Oireachtas  had  been  devised  and  filmed  by  a  "World  in  Action"  team  of  broadcasters 
and  was  transmitted  by  Granada  Television  on  the  evening  of  the  13th  day  of  May,  1991. 

2.  This  programme,  which  received  widespread  publicity,  was  stated  to  be  an  investigation 
of  Europe's  uMr  Meat"  viz  Larry  Goodman  and  contained  many  serious  allegations 
against  Larry  Goodman  and  the  companies  which  he  controlled,  including  Anglo  Irish 
Beef  Processors  pic  and  by  implication  members  of  the  Government  and  the  Fianna  Fail 
Party. 

3.  These  allegations  can  be  briefly  summarised  as  follows:— 

(i)  Abuses  of  the  system  under  which  subsidies  are  paid  by  the  European  Economic 
Community  to  those  engaged  in  the  beef  processing  industry  and  in  particular 
Anglo  Irish  Beef  Processors  pic  by: 

(a)  Falsification  of  documents  which  provide  the  basis  for  the  payment  of  such 
subsidies. 

(b)  Use  of  bogus  stamps  to  alter  the  classification  of  animals  being  processed; 

(c)  Switching  of  meat  taken  into  intervention  the  property  of  the  Intervention 
Authority  and  the  substitution  therefor  of  inferior  product; 

(d)  Falsification  of  weights  shown  on  cartons  of  beef; 

(ii)  Abuses  of  the  Export  Refund  subsidy  system  by: 

(a)  failing  to  comply  with  the  contractual  requirements  of  Middle-East  customers 
with  regard  to  Halal  slaughtering  of  beef  exported  to  such  countries  and  the 
unauthorised  use  of  Islamic  stamps,  in  the  possession  of  the  Company,  to 
show  compliance  with  this  requirement; 
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(b)  Re-boxing  of  meat  purchased  from  the  Intervention  Agency  for  the  purpose 
of  misleading  customers. 

(iii)  Abuses  of  the  Aids  to  Private  Storage  Scheme  at  the  AIBP  factory  in  Waterford, 
by: 

(a)  Falsification  of  weights; 

(b)  Addition  of  poor  quality  meat; 

(c)  Attempting  to  conceal  the  extent  thereof  by: 

(i)  altering  case  weights  at  the  Cold  Store, 

(ii)  preparing  a  plan  at  Senior  Management  level  within  the  Goodman  Group 
to  limit  the  extent  of  the  damage  to  the  Goodman  Group  which  proved 
abortive. 

(iv)  Allegations  of  Political  Influence. 

(i)  That  Larry  Goodman  and  his  companies  had  "the  right  connections  at  the 
right  places  that  could  basically  control  any  investigation  that  would  be  put 
in  place." 

(ii)  That,  though  the  National  Governments  of  each  individual  country  are 
responsible  for  tackling  fraud  on  the  European  taxpayer,  Larry  Goodman 
had,  in  the  Irish  Government,  some  of  his  strongest  supporters. 

(iii)  That  the  links  between  the  then  Taoiseach,  Charles  J  Haughey  TD  and  Larry 
Goodman  went  "back  a  long  way":  that  Larry  Goodman  gave  money  to  the 
Fianna  Fail  Party  and  the  then  Taoiseach  publicly  promoted  Goodman  at  the 
very  time  that  Customs  investigators  were  warning  that  Goodman's  opera- 
tions were  strongly  suspected  of  involvement  in  fraud. 

(iv)  That  a  major  European  investigation  into  the  operation  of  Goodman  com- 
panies was  prevented  by  assurances  from  the  Irish  authorities  that  they  them- 
selves had  a  wide  ranging  investigation  of  Goodman  in  hand  and  that  there 
is  no  evidence  of  any  such  investigation. 

(v)  That  the  Customs  report  on  the  Waterford  investigation  was  withheld  from 
the  Garda  Fraud  Squad  for  a  period  of  eighteen  months  even  though  the 
Customs  authorities  had  recommended  the  instigation  of  criminal  pro- 
ceedings. 

(vi)  The  Commissioner  Ray  Mac  Sharry  had  sought  the  assistance  of  the  Dutch 
Agriculture  Minister,  Herik  Braks  to  approach  a  Dutch  Bank,  Amro,  to  with- 
hold proceedings  against  Goodman. 

(vii)  Abuses  of  the  Tax  system,  by 

(i)  having  a  company  wide  scheme  of  under  the  table  payments  to 
employees; 

(ii)  making  out  cheques  against  bogus  invoices,  having  same  endorsed  by 
Goodman  employees,  cashed  at  local  branches  of  the  Allied  Irish  Bank 
and  the  cash  received  distributed  to  employees,  the  amount  involved 
being  approximately  £3  million  per  annum. 
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4.  The  programme  contained  interviews  with: 

(a)  Patrick  McGuinness,  a  former  employee  of  the  Goodman  Group  of  Companies. 

(b)  Thomas  Ruddy,  a  former  employee  of  the  Goodman  Group  of  Companies. 

(c)  Barry  Desmond  M.E.P. 

(d)  John  Tomlinson  M.E.P. 

(e)  Joe  Carey,  a  member  of  the  European  Court  of  Auditors; 

and  the  statements  made  by  them  in  the  course  of  such  interviews  must  be  considered  in 
the  context  of  the  programme  and  the  statements  made  by  the  presenter  of  the 
programme. 

5.  At  the  outset  of  the  programme  the  presenter  stated  that  the  programme  was  investiga- 
ting the  operations  of  Europe's  "Mr  Meat",  the  man  who  makes  his  money  putting  the 
beef  into  Britain's  supermarkets  while  picking  up  millions  from  taxpayers  who  have  been 
handing  out  money  for  nothing. 

At  the  outset  of  the  programme  the  presenter  then  stated  that  Europe's  beef  business  is 
built  on  taxpayer's  subsidies,  that  Europe's  taxpayers  in  that  year  alone  would  have  "to 
cough  up  some  £3  billion".  With  such  huge  amounts  of  money  on  offer,  "it  is  little  wonder 
that  the  subsidy  system  has  been  wide  open  to  abuse".  Mr  Carey  concurred  with  such 
statement,  stating  that  "there  is  no  doubt  that  it  is  seriously  open  to  fraud". 

6.  The  Presenter  then  proceeded  to  state  that  "European  beef  subsidies  are  not  paid  to 
the  farmers  who  breed  the  cattle,  instead  they  go  to  the  people  who  buy  them,  the  beef 
processors.  A  subsidy  system  which  was  designed  to  support  those  working  on  the  land 
has  turned  into  a  Welfare  State  for  industrialists"  and  identified  Larry  Goodman  as  one 
of  the  industrialists  to  whom  the  presenter  referred  by  stating  that  Larry  Goodman's 
company,  Anglo  Irish  Beef  Processors  has  made  him  Europe's  biggest  beef  baron. 

7.  The  presenter  then  stated  that  Larry  Goodman  publicly  maintains  that  his  business  has 
always  been  run  to  the  highest  of  standards  and  proceeded  to  state  that 

"Within  Goodman's  factory,  it  has  been  an  open  secret  that  this  is  not  the  case  but 
until  tonight  no  Goodman  employee  has  dared  to  speak  openly/' 

8.  This  served  as  an  introduction  to  Patrick  McGuinness,  an  accountant  who  had  worked 
at  a  number  of  Goodman  factories  and  at  the  Goodman  Head  Office  who  in  the  course 
of  a  number  of  contributions  to  the  said  programme  stated,  inter  alia  that:- 

(i)  "The  philosophy  of  the  Company  is  basically  profit  maximisation.  You  can  only 
make  so  much  money  by  doing  it  right  but  it  is  so  easy  to  make  much  more  by 
abusing  the  system,  all  the  factories  did  it..." 

(ii)  "Mr  Goodman  set  the  tone  because  he  controlled  the  Company  very  lightly". 

(iii)  "The  intervention  system  was  vital  to  the  Goodman  companies  because  at  the 
end  of  the  day  that  is  where  the  profits  came  from. 

(iv)  "....abuses  within  the  system  that  were  institutionalised  within  the  factories." 
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(v)  "The  whole  basis  of  this  import  system  is  documentation  and  if  the  documentation 
shows  either  more  product  or  higher  quality  product  than  it  is,  they  are  going  to 
get  paid  more.  All  intervention  product  has  to  be  weighed  in  and  the  weights  have 
to  be  recorded  on  a  document  called  the  IB4.  One  of  the  ways  of  changing  the 
weights  was  basically  to  reproduce  an  IB4,  this  would  be  a  duplicate  copy  and 
what  would  happen  is  that  the  same  details  would  be  written  down  except  that 
the  weights  would  be  increased  by  a  certain  number  of  kilos.  If  there  was  any 
special  notations  such  as  signatures  or  other  notation  or  even  blood  on  the  original 
document,  this  was  put  on  to  the  duplicate." 

(vi)  "It  was  very  easy  to  change  the  grades,  with  a  knife  you  cut  off  the  grade  that  is 
marked  on  the  animal  and  you  can  then  put  any  other  grade  you  like  on  it.  You 
would  have  your  own  stamps  at  the  factory". 

(vii)  "  all  grading  stamps  were  supposed  to  be  tightly  controlled  by  the  Department 

of  Agriculture". 

(viii)  "The  best  way  to  get  rid  of  a  bad  product  was  getting  it  into  intervention,  by 
switching  the  product.../' 

9.  The  presenter  then  stated  that  "one  of  the  reasons  why  no  Goodman  employee  has 
spoken  out  until  now,  was  a  company  wide  scheme  of  under  the  table  payments.  Cheques 
were  made  out  against  bogus  invoices,  endorsed  by  Goodman's  employees  and  cashed  at 
local  branches  of  the  Allied  Irish  Bank" 


and  Mr  McGuinness  stated  that:— 

"The  payments  were  made  quarterly...  and  were  paid  to  everybody  in  the  Company 
basically"  and  amounted  to  a  sum  of  £3  million  per  year. 

10.  Dealing  with  Export  Refunds  the  presenter  stated  that:— 

"Goodman  took  great  advantage  of  export  refund  subsidy.  With  the  backing  of  Irish 
politicians  including  the  Prime  Minister,  Charles  Haughey,  he  went  after  huge  con- 
tracts in  Libya,  Egypt,  Iran  and  Iraq". 

"Most  Middle  East  customers  want  their  animals  killed  by  Islamic  ritual  slaughter 
known  as  HalaL  But  this  method  needs  more  effort  than  the  usual  technique  so,  at 
Goodman  plants  that  didn't  always  happen". 

Subsequent  to  this  statement,  Mr  McGuinness  stated  that:— 

"You  can  just  say  that  you  slaughtered  Halal,  and  then  you  would  have  various 
stamps  and  forms  to  mark  the  livestock  that  it  was  slaughtered  Halal.  These  were 
Islamic  stamps  with  Islamic  writing  on  them  to  show  that  it  was  Halal  slaughtered".... 
we  had  our  own  stamps.'* 

11.  Coming  to  the  contracts  with  Iraq  the  presenter  stated  that: 

"  Goodman's  biggest  subsidised  coup  came  when  he  linked  up  with  Saddam  Huss- 
ein. The  butcher  of  Baghdad  needed  millions  of  tonnes  of  beef  to  feed  his  troops  and 
Europe's  "Mr  Meat"  was  just  the  man  to  sell  it  to  him." 
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And  in  this  connection  Mr  McGuinness  stated: — 

"There  was  many  different  sources  for  the  meat,  there  was  fresh  Irish  meat,  there 
would  have  been  intervention  meat,  there  would  have  been  frozen  meat,  it  may  have 
been  Halal  slaughtered,  it  may  not  have  been  Halal  slaughtered,  it  could  have  been 
cow,  it  could  have  been  bull,  it  could  have  been  anything." 

12.  The  presenter  then  stated: 

"Boxes  of  old  frozen  meat  from  European  intervention  stores  were  brought  by  the 
truck  load  to  the  Goodman  owned  Ulster  Cold  Stores  Craigavon,  Northern  Ireland. 
Here  a  transformation  took  place.  For  a  solid  eighteen  months,  old  frozen  meat  was 
turned  into  new." 


Thomas  Ruddy  stated:— 

"All  of  it  was  reboxed  as  killed  within  the  last  week  or  two,  slaughtered  within  the 
last  week  or  two  " 


Patrick  McGuinness  stated  that:— 

"The  whole  system  was  that  you  switch  product  to  show  what  the  customer  wanted. 
If  that  meant  reboxing,  you  reboxed  the  meat  to  show  what  the  company  thought  he 
was  getting." 

13.  The  programme  also  referred  to  the  Customs  investigation  at  the  AIBP  factory  in 
Waterford. 


The  presenter  stated: 

"In  all  his  years  of  business,  Goodman's  companies  have  rarely  been  investigated. 
But  in  1986  they  came  under  Customs  scrutiny  at  the  AIBP  factory  in  Waterford.  At 
the  time,  this  investigation  was  kept  secret.  The  Customs  men  quickly  found  that 
weights  had  been  falsified  and  poor  quality  meat  added  to  some  70,000  boxes  of 
frozen  beef  bound  for  the  Middle  East." 

Goodman  has  always  maintained  that  this  was  the  work  of  a  sub-contractor,  that  he 
was  innocent  of  any  wrong  doing  but  World  in  Action  has  discovered  that  on  at  least 
two  occasions  Goodman's  own  managers  tried  to  obstruct  the  Customs  investigation." 

In  this  connection  Mr  McGuinness  stated:— 

"There  was  a  massive  panic  within  the  company  and  a  plan  was  put  forward  as  to 
how  the  damage  could  be  limited.  The  plan  was  basically  agreed  between  our  people 
and  the  Customs  people  at  their  Head  Office,  that  a  certain  sample  of  good  product 
would  be  selected  for  thawing  out  and  for  investigation.  This  was  a  deliberate  scheme 
to  contain  the  damage  because  of  the  explosive  nature  of  the  investigation  ......was 

agreed  at  senior  management  level". 

He  further  stated  that 

'That  particular  scheme  didn't  work  out  correctly  because  of  the  local  customs  agents 
basically  kicked  up  a  fuss." 
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14.  The  presenter  further  stated  that: — 
MALE  PRESENTER  VOICE  OVER 

"In  the  customs  case  summary  obtained  by  World  in  Action  the  investigators  high- 
light a  second  attempt  by  Goodman  employees  to  undermine  the  investigation. 

"Goodman  employees  attempted  to  disguise  the  extent  of  the  fraud  by  altering  case 
weights  at  the  cold  store." 

"The  customs  men  concluded  that  while  "...  it  has  not  proved  possible  to  establish 
conclusively  whether  or  not  AIBP  Ltd.  were  knowingly  involved  in  this  fraud,  they 
are  not  an  incompetent  or  inefficient  organisation  and  it  is  strongly  suspected  that 
they  were  aware/' 

"Customs  recommended  the  instigation  of  criminal  proceedings,  yet  the  Fraud  Squad 
were  unable  to  get  their  hands  on  the  customs  report  until  eighteen  months  later. 

FEMALE  PRESENTER  VOICE  OVER 

"Was  there  a  fear  among  Goodman  employees  or  within  the  company  that  you  could 
get  caught  doing  all  these  things." 

PATRICK  MCGUINNESS 

"There  was  always  a  fear  of  being  caught  obviously,  doing  something  that  is  basically 
illegal.  But  there  was  also  a  feeling  that  we  were  invincible,  we  had  the  right  connec- 
tions at  the  right  places,  that  could  basically  control  any  investigation  that  would  be 
put  in  place.  If  the  investigation  had  revealed  the  extent  of  the  problem,  it  would 
have  led  to  loss  of  the  guarantees  that  had  already  been  placed  which  could  result  in 
tens  of  millions  of  pounds". 


CHAPTER  FOUR 


Allegations  Referred 
to  in  Dail  Eireann 


L  Many  of  the  allegations  made  on  the  ITV  programme  had  previously  been  made  or 
were  subsequently  referred  to  in  Dail  Eireann. 

2.  The  Tribunal  was  obliged  to  inquire  into  allegations  regarding  illegal  activities,  fraud 
and  malpractice  in  and  in  connection  with  the  beef  processing  industry  made  or  referred 
to  in  Dail  Eireann. 

The  terms  of  the  Resolution  passed  by  both  Houses  of  the  Oireachtas  were  not  helpful  to 
the  Tribunal  as  they  did  not  specify  the  dates  on  or  periods  within  which  the  allegations 
regarded  as  of  urgent  public  importance  were  made  and  the  Tribunal  was  obliged  to  read 
through  Dail  Reports  for  the  purpose  of  endeavouring  to  ascertain  what  allegations  were 
the  subject  of  the  said  motions. 

It  would  have  been  more  desirable  and  indeed  more  correct  and  in  accordance  with  the 
provisions  of  the  Tribunals  of  Inquiry  (Evidence)  Act,  1921  if  the  Resolution  passed  by 
both  Houses  of  the  Oireachtas  had  specified  in  detail  the  definite  matters  of  urgent  public 
importance  which  they  had  resolved  should  be  inquired  into. 

3.  The  allegations  made  in  Dail  Eireann  by  various  members  of  the  House  are  set  out  in 
the  Book  of  Allegations  contained  in  Appendix  1. 

4.  The  Book  of  Allegations  contained  certain  allegations  which  are  set  forth  under  the 
following  headings  viz. 

"Goodman  and  the  Banks"  Allegations        2-7  inclusive 

"The  Cyprus  Loan"  Allegations        1-5  inclusive 

"Goodman  and  Classic  Meats"         Allegations         1-6  inclusive 

While  these  allegations  were  originally  included  in  the  Book  of  Allegations  to  be  inquired 
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into,  the  Tribunal  subsequently  decided  that  they  did  not  come  within  the  terms  of  the 
Resolution  passed  by  the  Houses  of  the  Oireachtas. 

In  the  course  of  his  judgment  in  Goodman  International  and  Laurence  Goodman  -v-  Mr 
Justice  Liam  Hamilton  [1992]  2IR  591,  the  Chief  Justice  stated:— 

"I  would  accept...  that  there  is  no  indication  of  an  intention  on  the  part  of  the  Tribu- 
nal, and  no  obligation,  having  regard  to  the  Terms  of  the  Resolutions  in  pursuance 
of  which  it  is  acting,  for  the  Tribunal  to  inquire  into  any  private  matter  or  dispute 
which  has  not  also  got  a  public  effect  ....  The  question  whether  in  respect  of  any 
individual  item  of  allegation,  it  has  got  a  public  connotation  is  a  matter  to  be  dealt 
with  and  determined  as  the  proceedings  of  the  Tribunal  continue." 


In  the  course  of  his  judgment  in  the  same  case,  the  late  Mr  Justice  McCarthy  at  [1992] 
2IR  604  stated:— 

"It  may  be  that  such  a  Tribunal  could  be  restrained  from  inquiring  into  civil  disputes 
that  only  involve  private  parties  and  where  there  is  no  public  element". 

The  Tribunal  satisfied  itself  that  there  was  no  public  element  or  public  connotations 
involved  in  the  allegations  with  regard  to  the  Banks,  the  Cyprus  Loan  and  the  ownership 
of  Classic  Meats,  which  had  been  dealt  with  by  the  Fair  Trade  Commission  and  being  so 
satisfied  did  not  follow  further  inquiries  into  them. 

5.  So  far  as  the  Tribunal  has  been  able  to  ascertain  from  a  consideration  of  the  Dail 
Reports,  apart  from  a  reference  to  a  major  investigation  into  the  Charleville  plant  of  the 
Halal  associated  United  Meat  Packers  Exports  Company  in  relation  to  export  refunds,  all 
the  allegations  involving  illegal  activities,  fraud  and  malpractice  made  in  Dail  Eireann 
relate  to  Goodman  International  its  associated  companies  and  employees  and  the  alleged 
co-operation  of  and  condonation  or  cover  up  by  the  State  authorities  allegedly  due  to 
the  influence  of  Larry  Goodman  and  his  political  connections  with  the  then  Fianna  Fail 
Government. 

6.  The  allegations  made  in  Dail  Eireann  cover  many  of  the  allegations  made  in  the  televi- 
sion programme  and  may  be  summarised  as  follows  and  under  the  following  headings: — 

(i)  Abuses  of  the  system  under  which  subsidies  are  paid  by  the  European  Economic 
Community  to  those  engaged  in  the  beef  processing  industry. 

(a)  Maintenance  of  an  entire  production  line  in  Nenagh  designed  for  taking 
stamps  from  frozen  carcases  and  re-stamping  and  re-packing  them,  —  made 
by  Deputy  Pat  Rabbitte  on  the  15th  May  1991; 

(b)  Change  of  labels  on  meat  in  different  parts  of  the  country  by  a  team  moving 
about  to  do  this  job  on  behalf  of  Goodman  companies,  —  made  by  Deputy 
Tomas  MacGiolla  on  the  9th  day  of  March,  1989; 

(c)  The  removal  and  changing  of  stamps,  dressings  and  labels  on  beef  carcases  in 
a  plant  on  the  12/13  January  1989  seen  by  a  journalist  and  notified  to  Depart- 
ment of  Agriculture  and  Food,  -made  by  Deputy  Barry  Desmond  on  the  12th 
day  of  April  1989; 


Chapter  Four 


(d)  Attempted  use  of  South  African  Customs  stamps  to  defraud  the  Department 
of  Agriculture  which  resulted  in  the  conviction  of  a  close  aide  of  Larry  Good- 
man who  was  found  in  possession  thereof,  made  by  Deputy  Dick  Spring  on 
the  15th  day  of  May,  1991  and  by  Deputy  Pat  Rabbitte  on  the  28th  August 
1990. 

(e)  Illegal  labelling  of  meat  carcases  in  the  Eirfreeze  factory  in  the  North  Wall  by 
changing  labels  and  dates  of  slaughter  on  meat  which  resulted  in  the  shut 
down  of  the  plant  by  Inspectors  from  the  Department  of  Agriculture  and 
Food,  made  by  Deputy  Tomas  MacGiolia  on  the  9th  March  1989  and  on  the 
15th  day  of  May  1991; 

(/)  Carrying  out  grotty  repackaging  and  restamping  operations  in  Goodman 
plants  in  operations  heavily  subsidised  by  the  Irish  taxpayer,  thereby  putting 
Ireland's  reputation  for  quality  at  risk,  —  made  by  Deputy  Pat  Rabbitte  on 
the  24th  May  1991. 

(g)  Engaging  in  a  Carousel  operation,  —  made  by  Deputy  Pat  Rabbitte  on  the 
24th  May  1991. 

(h)  Engaging  in  serious  irregularities  in  connection  with  the  operation  of  the 
1986/87  Aids  to  Private  Storage  Scheme  at  plants  in  Waterford  and  Ballymun, 
made  by  Deputy  Barry  Desmond  on  the  19th  day  of  March  1989  and  by 
Deputy  Dick  Spring  on  the  15th  day  of  May,  1991. 

(ii)  Failure  of  regulatory  authorities  and  allegations  of  political  influence  in  relation  to 
alleged  abuses  of  the  system. 

(a)  The  Department  gave  advance  notice  of  inspections  at  meat  plants  and  in 
particular  at  Foynes  on  the  15th  and  16th  day  of  April,  1989,  made  by  Deputy 
Dick  Spring  on  the  28th  April,  1989. 

(b)  Almost  all  of  the  samples  taken  in  Foynes  had  trimmings  in  them  or  were 
otherwise  suspicious,  made  by  Deputy  Dick  Spring  on  28th  April  1989. 

(c)  The  regulatory  authorities  turned  a  blind  eye  on  (Goodman's)  dubious  busi- 
ness practices  —  the  false  labelling  and  accounting,  the  commercial  arrange- 
ments involved  in  the  disposal  of  offal  and  so  on,  made  by  Deputy  Dick  Spring 
on  the  28th  day  of  August  1990. 

(d)  The  Department  of  Agriculture  did  not  diligently  assist  the  Garda  Fraud 
Squad  in  relation  to  the  Waterford  and  Ballymun  investigations  and  ignored 
the  request  made  for  the  release  to  the  Fraud  Squad  of  the  Department  s  file 
in  relation  to  the  investigation,  made  by  Deputy  Dick  Spring  on  the  15th  day 
of  May,  1991. 

(e)  Notwithstanding  their  knowledge  of  the  irregularities  at  Waterford  and 
Ballymun  and  the  prosecution  of  Mr  Nobby  Quinn  in  relation  to  the  bogus 
South  African  stamps,  the  Department  (and  the  Minister)  was  prepared  to 
release  bank  guarantees  of  up  to  £20m  (frozen  because  oi  the  irregularities  at 
Waterford)  as  part  of  the  overall  deal  in  the  Examinership,  made  by  Deputy 
Dick  Spring  on  the  15th  day  of  May,  1991. 
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if)  The  Department  of  Agriculture  and  Food  and  prosecuting  Counsel  seemed 
very  reluctant  to  pursue  the  charges  against  Eirfreeze  and  AIBP  with  any 
vigour,  on  the  30th  July  1990  and  in  particular  the  issue  of  fraud  and  forgery 
about  which  the  Garda  were  not  informed,  made  by  Deputy  Tomas  Mac 
Giolla  on  the  15th  day  of  May  1991. 

(g)  The  regulatory  and  control  procedures  for  the  Irish  Beef  Industry  are  not 
satisfactory  and  in  particular  the  Government  have  failed  in  their  responsibil- 
ity of  rooting  out  those  people  who  have  turned  the  beef  industry  into  an 
object  of  scandal  and  disgrace.  The  Government  have  covered  up  the  illegal 
and  improper  activities  in  the  beef  industry  since  1987,  made  by  Deputy 
Spring  on  the  15th  day  of  May  1991. 

(h)  There  was  official  indifference  to  the  climate  of  fraudulent  practices  that  char- 
acterised  the  Goodman  group.  According  to  one  public  official,  the  whole 
ethos  was  "do  not  interfere,  do  not  make  trouble,  this  man  is  doing  a  great 
job,"  If  you  hoped  to  be  promoted  the  last  thing  you  wanted  to  do  was  start 
shouting  foul  at  Larry  Goodman  —  made  by  Deputy  Rabbitte  on  the  15th 
day  of  May  1991. 

(/)  The  Department  failed  to  make  proper  arrangements  to  give  Customs  officials 
sufficient  notice  of  export  consignments  to  allow  them  to  carry  out  detailed 
examinations  made  by  Deputy  Eamonn  Gilmore  on  the  21st  day  of  June  1990. 

(iii)  Tax  evasion  and  Political  influence  in  regard  thereto. 

(a)  A  great  many  Goodman  workers  were  on  the  dole  and  were  being  paid  under 
the  counter,  made  by  Deputy  Pat  Rabbitte  on  the  15th  May  1991. 

(b)  Because  of  Goodman's  political  connections,  the  Revenue  Commissioners 
turned  a  blind  eye  to  the  type  of  "remuneration  packages"  enjoyed  by  senior 
executives  and  a  non-return  of  PA  YE  and  PRSI  to  the  Exchequer  for  many 
workers  because  of  the  operation  of  the  contract  system  for  a  large  proportion 
of  the  Goodman  workforce  —  made  on  the  28th  August  1990  and  repeated 
on  the  15th  May  1991  by  Deputy  Pat  Rabbitte. 

(c)  In  the  Finance  Act,  the  Government  made  a  special  arrangement  to  enable 
Mr  Goodman  to  avail  of  high  coupon  finance  (in  respect  of  Section  84  loans) 
to  fund  speculative  ventures  abroad,  made  by  Deputy  Pat  Rabbitte  on  the 
15th  May  1991  and  because  of  its  use  outside  the  State  to  fund  speculative 
ventures,  it  amounted  to  tax  evasion  warranting  prosecution. 

(d)  Mr  Goodman  got  special  concessions  in  regard  to  tax  from  the  Government. 
He  got  a  concession  of  £4  million  from  the  Revenue  Commissioners,  which 
was  50%  of  the  tax  bill  he  owed  and  which  did  not  include  interest,  made  by 
Senator  Thomas  Raftery  in  Seanad  Eireann  on  the  29th  day  of  May  1991. 

(e)  In  return  for  the  Revenue  Commissioners  agreeing  not  to  take  proceedings 
against  Mr  Goodman  or  his  company  in  respect  of  large  scale  tax  evasion 
practices  going  back  over  many  years.  Goodman  International  paid  the  Rev- 
enue Commissioners  £4  million  in  respect  of  all  outstanding  liabilities  and 
penalties,  a  settlement  which  was  by  far  the  largest  of  its  kind  in  the  history 
of  the  State,  made  by  Deputy  Dick  Spring,  on  the  15th  day  of  May  1991. 
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(/)  The  Government's  support  for  Goodman  included  changes  in  the  tax  laws  to 
enable  a  substantial  amount  of  Mr  Goodman's  income  from  beef  processing 
to  be  taxed  at  10%  manufacturing  rate,  made  by  Deputy  Dick  Spring  on  the 
18th  August  1990. 

(iv)  Goodman,  the  Industrial  Development  Authority  and  political  influence. 

(a)  The  Goodman  organisation  was  chosen  as  the  hub  around  which  Fianna  Fail 
had  built  its  development  policy  for  the  food  industry,  including  beet  dairying 
and  sugar.  Government  funding  commitments  to  him  of  between  £200  and 
£250  million  in  1987  had  given  him  "tremendous  credit"  in  raising  finance 
wherever  he  wished  to  go  and  he  had  also  received  IDA  grants  of  up  to  £25 
million.  The  Taoiseach  himself  directly  intervened  with  the  IDA  to  drop  the 
performance  clause  in  the  case  of  grants  to  the  Goodman  Company,  made  by 
Deputy  MacGiolla  on  the  9th  day  of  March  1989. 

(b)  In  June  of  1987  the  Government  decided  against  the  wishes  of  the  IDA  to 
give  £25  million  to  Laurence  Goodman,  made  by  Deputy  Barry  Desmond  on 
the  9th  March  1989. 

(c)  When  Goodman  applied  for  assistance  for  a  Five  Year  Plan  for  the  Beef 
Industry,  the  grant  package  was  rushed  through  by  the  IDA  under  political 
pressure  and  was  rushed  through  the  Department  of  Finance  under  similar 
political  pressure  with  the  Taoiseach's  own  personal  and  improper  interfer- 
ence, made  by  Deputy  John  Bruton  on  the  24th  May  1991, 

(d)  Enormous  political  pressure  from  the  highest  possible  level  was  brought  to 
bear  on  the  Goodman  Group  and  the  IDA  to  announce  the  expansion  pro- 
gramme of  1987  before  details  had  been  worked  out,  solely  as  a  PR  exercise 
for  the  Taoiseach  and  his  Government,  made  by  Deputy  Sean  Barrett  on  the 
28th  August  1990. 

(e)  The  decision  on  the  part  of  the  Government  to  rely  solely  on  Goodman  to 
develop  the  beef  industry  was  downright  irresponsible  and  was  made  at  con- 
siderable expense  to  the  taxpayer,  made  by  Deputy  Sean  Barrett  on  the  18th 
day  of  December,  1990. 

if)  The  entire  board  of  the  IDA  at  one  stage  threatened  to  resign  over  this  grant 
to  expand  an  industry  that  already  had  a  surplus  processing  capacity,  made  by 
Senator  Thomas  Raftery  on  the  29th  May  199L 

(v)  Abuse  of  Export  Credit  Insurance  Scheme 

The  allegations  in  regard  to  this  aspect  of  the  Inquiry  were  made  by  Deputy 
Desmond  O'Mailey,  Deputy  Pat  Rabbitte  and  Deputy  Dick  Spring  and  may  be 
summarised  as  follows: — 

(a)  The  provisions  by  the  State  of  Export  Credit  Insurance  cover  on  the  sale  of 
beef  to  Iraq  in  1987  and  1988  of  an  amount  in  excess  of  the  amount  actually 
exported  was: 

(i)  in  breach  of  the  imtnm  uf  the  Export  Credit  Insurance  Scheme; 
and 

(ii)  constituted  a  substantial  abuse  amounting  to  a  fraud  on  the  taxpayer, 
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the  scale  of  the  abuse  and  of  the  potential  liability  of  the  State  being 
unprecedented,  made  by  Deputy  Desmond  O'Malley  on  the  10th  May 
1989. 

{b)  The  provision  in  1987  and  1988  of  between  one  fifth  and  one  third  of  all 
Export  Credit  Insurance  cover  available  with  over  80%  going  to  Goodman: 

(i)  amounted  to  abuse  of  the  scheme,  and 

(ii)  excluded  fair  competition  from  within  the  State  which  aggravated  the 
scandal,  made  by  Deputy  Desmond  O'Malley  on  the  10th  May  1989. 

(c)  Allowing  just  two  companies,  of  which  by  far  the  larger  and  more  substantial 
was  Goodman,  cover,  under  the  Export  Credit  Insurance  scheme  for  beef 
exports  to  Iraq,  so  considerably  in  excess  of  their  actual  exports  to  that  coun- 
try, was  an  act  of  blatant  favouritism  and  had  the  effect  of  strengthening  fur- 
ther the  already  strong  position  of  Goodman  (to  whom  members  of  the  Gov- 
ernment were  extremely  personally  close)  as  the  dominant  group  within  the 
beef  processing  and  allied  trades,  contrary  to  the  interests  of  farmers  and 
employees  and  of  exporters  in  other  business  sectors,  made  by  Deputy 
Desmond  O'Malley  on  the  10th  May  1989. 

(d)  The  decision  taken  in  1987  by  the  Fianna  Fail  Government  to  reinstate  Export 
Credit  Insurance  was  taken  against  the  best  professional  advice  available  to 
the  Government,  made  by  Deputy  Dick  Spring  on  the  28/8/1990  and  reported 
on  by  him  on  the  15th  May  1991  and  by  Deputy  Pat  Rabbitte  on  the  24th 
May  1991. 

(e)  In  respect  of  Goodman's  Export  Credit  Insurance  Policy  declarations  were 
made  that  only  beef  with  its  origins  in  the  Republic  of  Ireland  would  be 
covered,  nevertheless  very  large  quantities  of  non-Irish  beef  were  included  in 
shipments  purporting  to  be  covered  by  that  policy,  made  by  Deputy  Desmond 
O'Malley  on  the  28th  August  1990. 

(J)  Conscious  decisions  were  taken  to  give  one  conglomerate  (Goodman)  more 
than  80%  of  the  available  cover  in  that  market,  disadvantaging  rivals  and 
exporters  in  other  products,  made  by  Deputy  Rabbitte  on  the  24th  May  1991. 

(g)  The  granting  of  Export  Credit  Insurance  was  a  political  decision  and 
depended  on  whether  "you  were  a  member  of  the  club"  and  Mr  Goodman, 
when  he  heard  that  Halal  had  been  granted  a  slice  of  the  Export  Credit  Insur- 
ance, intervened  with  the  Taoiseach  who  caused  the  Minister  for  Industry  and 
Commerce,  Albert  Reynolds  TD,  to  cancel  the  allocation  of  such  insurance 
and  to  inform  the  Chief  Executive  of  Halal,  made  by  Deputy  Rabbitte  on 
15th  May  1991. 

(vi)  Allegations  of  Political  Influence 

In  addition  to  those  set  forth  herein,  further  allegations  were  made  in  Dail  Eire- 
ann as  follows:— 

(a)  The  extraordinary  recall  of  the  Dail  and  Seanad  in  August  1990  had  as  much 
to  do  with  the  integral  link  between  Fianna  Fail  and  the  Goodman  organis- 
ation as  it  has  with  protecting  a  key  Irish  industry:  made  by  Deputy  Rabbitte 
on  the  28th  day  of  August  1990. 
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(b)  The  Companies  (Amendment)  Bill,  1990  represented  only  Goodman's  third 
choice  proposal,  arising  from  meetings  held  with  the  Taoiseach,  the  first  being 
a  £300  million  rescue  package  which  Mr  Goodman  demanded  the  Govern- 
ment should  underwrite,  the  second  involving  an  approach  by  Mr  Goodman's 
friends  in  Cabinet  to  the  EC  Commissioner,  Mr  Mac  Sharry  in  an  attempt  to 
persuade  him  to  bring  forward  an  EC  plan  that  would  be  of  similar  assistance 
to  Mr  Goodman  but  which  would  be  cosmetically  packaged  as  being  in  the 
interest  of  the  total  industry:  made  by  Deputy  Rabbitte  on  the  28th  August 
1990  and  repeated  on  the  15th  May  1991. 

(c)  Goodman  successfully  intervened  with  the  Taoiseach  to  cause  the  Govern- 
ment to  reverse  a  decision  to  increase  the  budget  to  be  given  to  CBF  the  meat 
marketing  board,  in  1988,  in  order  to  shut  out  the  prospect  of  markets  being 
expanded  for  his  competitors,  made  by  Deputy  Rabbitte  on  the  25th  October 
1990. 

(d)  Charles  Haughey  publicly  promoted  Goodman.  At  the  very  time  the  Customs 
investigations  were  warning  that  Goodman's  operations  were  strongly  sus- 
pected of  involvement  in  fraud,  the  Irish  Prime  Minister  was  endorsing  Good- 
man for  millions  in  Irish  and  European  grants:  made  by  Deputy  Spring  on 
the  15th  May  1991. 

(e)  There  was  political  interference  in  the  work  of  Agricultural  Officers  and  Cus- 
toms men  in  attempting  to  investigate  suspected  breaches  of  EC  regulations: 
made  by  Deputy  Pat  McCartan  on  the  24th  February  1988  and  by  Deputy 
Tomas  MacGiolla  on  the  9th  March  1989. 

if)  It  has  been  suggested  that  Goodman  was  subjected  to  a  lesser  degree  of  Cus- 
toms inspection  than  other  commercial  operations  (especially  in  regard  to  con- 
tainer loads  going  North)  and  that  he  was  able  to  virtually  close  off  the  port 
of  Greenore  to  other  people  when  he  was  exporting  meat:  made  by  Deputy 
Rabbitte  on  the  15th  day  of  May  1991. 

(g)  Goodman  had  been  allowed  to  "cherry  pick"  the  best  of  the  ICC  property 
portfolio,  because  he  was  on  the  "inside  political  track"  before  any  other 
party  became  aware  of  these  properties:  made  by  Deputy  Pat  Rabbitte  on  the 
28th  August  1990. 

(h)  Knowing  the  inside  political  track  had  enabled  him  to  get  access  to  excep- 
tional lines  of  credit  and  to  benefit  from  risky  but  profitable  Middle  East 
contracts,  confident  in  the  knowledge  that  he  was  guaranteed  by  the  Govern- 
ment so  long  as  Fianna  Fail  remained  in  power:  made  by  Deputy  Pat  Rabbitte 
on  the  28th  August  1990. 

(/)  Fine  Gael's  attitude  to  Goodman  was  uncommonly  acquiescent,  a  considera- 
tion affecting  their  attitude  being  the  receipt  of  a  donation  of  £60,000  from 
Goodman  in  1988,  made  by  Deputy  Pat  Rabbitte  on  the  15th  October  1990. 


CHAPTER  FIVE 


Beef  Industry  and 
Common  Agriculture 
Policy  Support 
Systems 


As  a  result  of  these  allegations,  the  Resolutions  referred  to  were  passed  by  both  Houses 
of  the  Oireachtas  and  this  Tribunal  was  established  to  inquire  into  allegations  of  illegal 
activities,  fraud  and  malpractice  in  the  beef  processing  industry  and  many  of  the  allega- 
tions related  to  the  alleged  activities  of  Mr  Laurence  Goodman  and  his  various  companies 
engaged  in  the  food  processing  industry.  During  the  course  of  this  Report,  these  compan- 
ies will  be  referred  to  at  different  stages  as  Goodman  International,  AIBPI  or  AIBP 
though  the  Group  is  comprised  of  approximately  thirty-five  separate  units. 

Insofar  as  the  beef  processing  industry  is  concerned,  the  allegations  mainly  refer  to  alleged 
abuses  of  the  systems  under  which  subsidies  are  paid  by  the  European  Economic  Com- 
munity to  those  engaged  in  the  beef  processing  industry. 

The  importance  of  this  industry  in  the  economic  life  of  this  State  cannot  be  overstated 
and  the  role  of  Laurence  Goodman  and  the  companies  controlled  by  him  in  its  develop- 
ment has  been  considerable. 

The  beef  processing  industry  is  part  of  the  agricultural  industry  which  is  of  central  eco- 
nomic and  social  importance  in  Ireland  and  accounts  for  about  10.5%  of  Gross  Domestic 
Product.  There  are  165,000  people  directly  engaged  in  agriculture  with  a  further  40,000 
people  employed  in  the  food  and  drink  processing  sector.  Agricultural  exports  lepresent 
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about  16%  of  total  exports.  (When  exports  of  food  and  beverages  are  included,  this  figure 
increases  to  25%).  Inputs  used  in  agriculture  are  valued  at  some  £13  billion  annually. 
These  include  materials  and  services,  the  vast  bulk  of  which  originate  in  Ireland. 

Production  of  beef  cattle  takes  place  mostly  on  family  farms  and  beef  herds  are  quite 
small  on  average.  There  are  about  100,000  farmers  involved  on  a  full-time  or  part-time 
basis  in  cattle  production.  About  1,4  million  head  of  beef  cattle  are  slaughtered  each  year 
(  —  in  approximate  percentages,  steers  57%,  heifers  25%  and  cows  18%).  Steer  beef  is 
mostly  for  export  outside  the  European  Community,  while  heifer  and  cow  beef  is  mainly 
consumed  in  Ireland  and  in  other  EC  member  States.  Because  Irish  cattle  production  is 
predominantly  based  on  grass,  the  highest  proportion  of  cattle  is  fattened  in  the  summer 
and  slaughtered  in  the  autumn  and  winter.  Unlike  other  member  States  of  the  EC,  where 
patterns  of  production  are  very  different  to  those  in  Ireland,  this  country  is  over  600% 
self-sufficient  in  beef. 

Slaughtering  and  processing  of  beef  cattle  is  a  significant  element  of  the  country's  indus- 
trial sector.  The  export  beef  industry  employs  some  4,500  people  on  a  permanent  basis. 
This  figure  increases  during  peak  production  times  to  around  6,000.  Beef  and  cattle 
exports  are  valued  at  approximately  £700m  a  year  excluding  export  refunds,  which  repres- 
ents some  5%  of  total  exports. 

There  has  been  a  trend  toward  the  development  of  value-added  product  and  away  from 
live  cattle  export.  In  recent  years,  export  of  boneless  beef  and  vacuum  packed  product 
has  increased.  The  vacuum  packed  share  of  total  output  rose  from  3%  in  1980  to  20%  in 
1990. 

Vacuum  packed  sales  of  Irish  beef  have  increased  dramatically  in  recent  years:— 

1984  —  25,606  tonnes  (carcase  weight  equivalent)  Value  £61  m. 
1992  —  113,300  tonnes  (CW.E.)  Value  £265m. 

This  more  than  four-fold  increase  has  been  achieved  against  a  background  of  falling  EC 
consumption,  increased  pressure  from  competing  meals,  alternative  protein  sources  and 
the  growth  in  the  convenience  food  sector.  Such  a  striking  commercial  performance  could 
not  have  taken  place  if  the  quality  of  the  product  were  in  doubt  and  concerns  which  have 
been  expressed  about  the  quality  of  Irish  meat  exports  are,  in  the  view  of  the  Tribunal 
unfounded:  it  is  a  product  of  the  highest  quality,  justifiably  commanding  a  premium  price 
on  international  markets  both  within  the  EC  and  worldwide,  and  remains  the  country's 
most  successful  foreign  export  commodity. 

The  underlying  strength  of  the  Irish  cattle  industry,  deriving  from  the  economics  of  raising 
cattle  on  grass,  had  long  been  recognised  but  what  is  distinctive  about  the  last  25  years  is 
that  Ireland,  long  a  successful  producer  of  live  cattle,  has  become  a  successful  processor 
and  international  trader  as  well.  The  benefits  to  the  Irish  economy,  by  way  ot  value  added 
and  job  creation,  deriving  from  the  export  of  processed  beef  rather  than  the  export  of  live 
cattle  are  self  evident. 
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The  Goodman  Group  has  played  a  significant  role  in  this  development  and  the  technical 
standards  of  the  plants,  owned  and  operated  by  them,  compare  more  than  favourably  with 
meat  plants  throughout  the  community: 

— The  Group  slaughtered  2.3  million  cattle  in  Ireland  between  1986  and  1991,  repres- 
enting 24.8%  of  the  national  kill  and  29.5%  of  the  export  kill. 

—The  Group  killed  its  largest  share  of  Irish  cattle  in  1988  (31%),  the  year  in  which 
cattle  prices  were  at  their  highest  in  the  period  1986  to  1991. 

— Up  to  August,  1990  AIBP  had  exported  Irish  beef  to  77  diflerent  countries. 

— Within  the  European  Community,  AIBP  supplied  virtually  every  major  supermar- 
ket group;  in  the  United  Kingdom  it  is  by  far  the  largest  supplier  of  beef  to  ail  the 
major  supermarket  groups. 

— AIBP's  boneless  vacuum  packed  exports  grew  by  300%  between  1987  and  1991. 

— Commercial  beef  boned  by  AIBP  increased  by  a  factor  of  18  times  between  1981 
and  1991.  In  any  one  year,  the  Group  produces  48  million  consumer  packs  for 
supermarkets  worldwide. 

— Commercial  beef,  boned  by  the  meat  division,  can  be  purchased  in  14,000  retail 
outlets  throughout  Europe. 

It  further  appears  from  the  evidence  of  Mr  Gerry  Thornton,  Deputy  Chief  Executive  of 
the  Meat  Division  of  the  Goodman  Group,  that: — 

— At  the  beginning  of  1986  AIBP  operated  7  meat  plants,  namely  the  plants  at  Dund- 
alk,  Dublin,  Bagcnalstown,  Cahir,  Nenagh,  Newry  and  Enniskillen. 

— Meat  Division  now  consists  of  Head  Office  at  Ravensdale  and  thirty-five  different 
operating  units  namely:— 


11 

Beef  Slaughtering  Units. 

11 

Beef  Deboning  Operations 

4 

Lamb  Slaughtering  Units 

2 

Lamb  Deboning  Units 

3 

Cold  Stores 

1 

Pork  Slaughtering  Unit 

1 

Pork  Deboning  Unit 

1 

Cannery 

1 

Feed  Lot 

— From  a  turnover  of  £250  million  in  1985,  Meat  Division  had  a  turnover  in  excess 
of  £520  million  in  1992; 

—From  employing  832  people  in  1985,  Meat  Division  now  employs  2,120  people; 

—From  hiring  532  independent  contractors  in  1985,  Meat  Division  now  uses  the  ser- 
vices of  906  independent  contractors; 

—In  1985  Meat  Division  deboned  126,000  cattle.  In  1992  Meat  Division  deboned  in 
excess  of  336,000  cattle; 

— In  1985  Meat  Division  produced  in  excess  of  4  million  primal  cuts  by  the  deboning 
process.  In  1992  Meat  Division  produced  almost  16  million  primal  cuts. 
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This  record  establishes  a  significant  contribution  to  the  development  of  the  food  pro- 
cessing industry  job  creation  and  Irish  exports. 

Having  regard  to  the  nature  of  the  allegations  made  against  the  Goodman  Group  of 
Companies,  and  the  widespread  publicity  given  to  such  allegations  and  to  the  evidence 
given  at  this  Tribunal,  it  is  significant  that  there  were  no  complaints  from  consumers  or 
purchasers  of  either  commercial,  intervention  or  Third  Country  beef  sold  and  exported 
by  the  Goodman  Group  of  Companies. 

The  development  of  the  food  processing  industry  was  assisted  to  a  very  considerable 
extent  by  the  various  market  support  schemes  introduced  by  the  European  Economic 
Community  which  will  be  described  at  a  later  stage  of  this  Report,  particularly  those  in 
regard  to  Intervention,  Aids  to  Private  Storage  and  the  Export  Refund  Subsidy  Scheme. 

The  Goodman  Group  of  companies  engaged  in  the  food  processing  industry  availed  of 
the  supports  available  under  these  schemes  but  the  evidence  adduced  before  this  Tribunal 
clearly  established  that  it  relied  less  on  the  Intervention  Scheme  than  any  other  company 
engaged  in  the  food  processing  industry. 

As  stated  by  Mr  Laurence  Goodman  in  the  course  of  his  evidence,  "the  commercial  sale 
of  beef  was  the  bedrock  of  his  companies*  business"  and  they  were  less  reliant  on  Interven- 
tion than  any  other  Irish  company. 

In  the  period  1987-1989,  intervention  sales  by  the  Goodman  Group  represented  11%  of 
the  Republic  of  Ireland  turnover  of  the  companies  and  8%  of  the  British  Isles. 

Turnover  in  1988  intervention  sales  by  the  companies  represented  6%  of  turnover  in  the 
Republic  of  Ireland  and  4%  of  British  Isles  turnover. 

Such  figures  do  not  support  the  statement  made  by  Mr  Patrick  McGuinness  on  the  ITV 
programme  that 

"The  Intervention  system  was  vita!  to  the  Goodman  companies  because  at  the  end 
of  the  day  that  is  where  the  profits  come  from." 

The  benefits  to  the  Irish  economy  arising  from  the  application  of  such  schemes  is  set  forth 
in  the  evidence  given  to  the  Tribunal  by  Mr  Michael  Dowling,  Secretary  to  the  Depart- 
ment of  Agriculture  and  Food. 

He  states  that:— 

"Between  1973  and  1992,  2,116,508  tonnes  of  beef  were  purchased  by  the  Minister 
for  Agriculture  in  his  role  as  Intervention  Agent.  This  was  equivalent  to  over  12 
million  sides  of  beef  or  6.3  million  cattle.  The  Department  made  payments  totalling 
£4.097  billion  in  respect  of  the  purchase  of  this  beef.  Average  annual  payments  for 
the  purchase  of  beef  amounted  to  about  £200m.  In  1991  payments  of  £591  m  were 
made  in  respect  of  262,000  tonnes  of  beef,  accounting  for  the  disposal  of  almost  three 
quarters  of  a  million  cattle.  It  was  the  highest  ever  annual  intake  into  intervention." 
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The  quantities  purchased  and  payments  made  were  set  forth  in  the  following  table  pro- 
duced by  him. 


Intervention  Beef  Purchases  and  Quantities  Deboned 
1973  —  1992 


Year 

Total  Purch. 
(t) 

Value  of  Purch. 
(£) 

Qty.  Deboned 
(0 

Qty  Prod, 
(t) 

Yield 
(%) 



1973 

2.383 

1 ,588,662 

Nil 

Nil 

N/A 

1974 

121,682 

82,719,214 

67,864 

43,149 

63.6 

1975 

136,635 

111,196,217 

68,910 

44,157 

64.1 

1976 

70,916 

69,717,306 

41,118 

26,809 

65.2 

1  Q77 

QA  QQ7 

DO.  3 

1978 

86,148 

120,127,713 

58,582 

38,274 

65.3 

1979 

89,458 

132,349,382 

59,934 

39,157 

65.3 

1980 

102,188 

160,993.459 

62,440 

40,761 

65.3 

1981 

47,476 

81,942,312 

35,058 

23,090 

65.9 

1982 

60,510 

117,125,986 

40,323 

26,641 

66.1 

1983 

60,506 

142,257,776 

43,511 

28,849 

66.3 

1984 

66,562 

158,257,845 

44,998 

30,399 

67.6 

1985 

73,568 

181,166,942 

55,019 

37,488 

68.1 

1986 

129,759 

372,146,094 

87.653 

59,841 

68.3 

1987 

100,530 

268,145,044 

72,132 

49,278 

68.3 

1988 

59,846 

114,954,362 

48,209 

32,960 

68.4 

1989 

77,515 

182,437,846 

59,415 

40,637 

68.4 

1990 

230,638 

545,494,072 

214,339 

146,630 

68.4 

1991 

262,094 

591,056,818 

256,710 

175,928 

68.5 

1992p 

247,197 

550,812,915 

241,839 

165,871 

68.6 

TOTAL 

2.116.508 

£4,096,852,678 

provisional 


In  the  same  period  intervention  beef,  either  in  bone-in,  boneless  or  canned  form  was  sold 
from  intervention  stocks  by  the  Department,  at  a  total  sales  value  of  £1.657  billion,  On 
average,  beef  to  the  value  of  £82,000,000  was  sold  each  year.  In  1992  sales  of  over  170,000 
tonnes  were  effected  at  a  sales  value  of  over  £200m. 


Details  of  such  annual  sales  are  set  out  in  following  table  produced  by  Mr  Dowling. 

Intervention  Beef  Sales  1973  —  1992 


Year 

Bone-in  Sales 

Boneless  Sales 

Canned  Beef  Sales 

Tonnes 

£ 

Tonnes 

£ 

Tn  nnoc 

1973 

Nif 

Nil 

Nit 

Nil 

1974 

28,159 

14,161,789 

861 

634,880 

1975 

50,447 

26,795,519 

53,829 

38,165.481 

1976 

46,876 

32,255,196 

38,447 

37,729,467 

750 

71R  PR4 

f  lu^OH 

1977 

15^492 

13.078.417 

17^26 

19^441 785 

1,710 

2,191,012 

1978 

40,982 

36,991,562 

40,347 

64,978,710 

301 

250,681 

1979 

20,824 

22,742,729 

29,121 

42,334,468 

2,281 

1,490,029 

1980 

40,890 

52,874,624 

44,888 

66,231,542 

1981 

29,592 

43,020,905 

40,646 

76,391,605 

1982 

11,912 

17,467,078 

25,473 

42,240,570 

1983 

20,030 

28,768,147 

17,504 

31,522,650 

1984 

2,285 

3,308,527 

14,049 

27,949,617 

1985 

7,937 

8,373,141 

22,328 

38,222,055 

1986 

54,255 

55,068,581 

58,253 

62,427,684 

1987 

10,185 

13,660391 

54,574 

98,766,992 

1988 

30,855 

40,063,586 

53.195 

94,271,733 

1989 

27,815 

43,595,194 

48.582 

51,895,613 

1990 

19,087 

19,579,601 

43,161 

70,332,684 

1991 

496 

359,674 

90,267 

111,307,803 

1992p 

12,639 

11,513,976 

158,067 

189,194,990 

provisional 

Total  Sales  Value  -  £1,657,366.981 


In  addition  the  Department  paid  aid  towards  the  private  storage  of  569,152  tonnes  of  beef. 
The  total  aid  payment  amounted  to  £195,588,140.  Details  of  the  annual  aid  payments  are 
set  forth  in  the  following  table. 

Aid  for  the  private  storage  of  beef 

Quantities  and  Amounts  Paid 


Year 

Quantity 

Amount  Paid 

(tonnes) 

£ 

1973 

Nil 

Nii 

1974 

150 

7,300.00 

1975 

1,445 

323,575.05 

1976 

11,964.47 

3,144,854.96 

1977 

22,639.472 

6,493,729.43 

1978 

11,626.162 

3,183,625.38 

1979 

10,619.207 

3,601,865.37 

1980 

4,589.047 

1,717,529.37 

1981 

417.828 

193,870,63 

1982 

521.717 

250,567.48 

1983 

104.593 

52,867.87 

1984 

854.927 

339,389.98 

1985 

71,939.331 

27,525,665.69 

1986 

82,570.27 

28,756,469.10 

1987 

59,011.2272 

15,984,199.22 

1988 

77,103.1901 

24,084,521.98 

1989 

125  531  1608 

42,198,767  07 

1990 

87751.4755 

37,405,163.50 

1991 

312.9018 

324,178.73 

Total 

569,151.9794 

195,588,140.81 
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Payments  of  export  refunds  and  monetary  compensatory  amounts  in  the  period  1973  to 
1992  totalled  £2.464  billion.  The  annual  details  are  provided  in  the  table  hereunder. 
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1981 

114,987,696 

171,186 

-69,577 

1982 

131,183,340 

665,920 

-10,155 

1983 

169,096,394 

1,227,970 

-907,504 

1984 

196,970,605 

192,586 

1985 

232,351,138 

1,874,599 

-517 

1986 

183,509,615 

24,135,169 

-7,338,592 

1987 

177,490,060 

72737,475 

1988 

196,710,838 

24,906.667 

1989 

246,095,585 

4,873,336 

1990 

142,226,853 

7,078,696 

1991 

113,082,465 

113,974 

1992 

139,997,612 

34,201 

Total 

£2,208,568,521 

Paid  £286,442,973 

Received  £53,705,386 

In  addition  variable  premium  payments  amounted  to  £92,671,534  for  the  years  1975  to 
1990. 

The  total  financial  responsibility  of  the  Department  in  respect  of  the  above  measures  from 
1973  to  1992  amounted  to  £8.506  billion. 

As  stated  by  Mr  Dowling  ktthe  scale  of  the  operation  of  the  intervention  measures  in  the 
beef  sector  in  Ireland  was  enormous/' 

It  is  against  this  general  background  that  the  Tribunal  inquired  into  the  allegations  of 
abuse  of  the  Community  Common  Agricultural  Policv  Support  Funds. 

For  the  proper  understanding  of  same  the  Tribunal  was  obliged  to  consider  all  the  relevant 
regulations  and  practices  in  relation  thereto  and  considers  it  desirable  to  give  a  comparat- 
ively short  summary  of  the  relevant  schemes  and  their  mode  of  operation  and  will  do  so 
prior  to  dealing  with  the  specific  allegations  in  regard  thereto. 
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Before  doing  so  however,  the  Tribunal  proposes  to  report  on  the  allegations  made  with 
regard  to  the  re-introduction  of  the  Export  Credit  Insurance  Scheme  and  the  allocation 
of  cover  in  pursuance  thereof  by  the  Minister  for  Industry  and  Commerce,  the  allegations 
made  with  regard  to  tax  evasion  and  avoidance,  the  allegations  made  with  regard  to  the 
IDA  and  the  Five  Year  Development  Plan  with  its  subsidiary  issue  in  relation  to  Section 
84  borrowings  and  a  number  of  other  allegations  none  of  which  relate  to  alleged  abuses 
of  the  EEC  system  of  supports. 


CHAPTER  SIX 


Export  Credit 
Insurance 


Many  of  the  allegations  made  in  Dail  Eireann  and  set  forth  in  Chapter  hereof  relate  to 
the  operation  in  Ireland  of  the  Export  Credit  Insurance  Scheme.  To  appreciate  the  nature 
and  affect  of  such  allegations  it  is  necessary  to  understand  the  operation  of  such  a  system. 

The  Insurance  Acts  1953  to  1988  gives  to  the  Minister  for  Industry  and  Commerce  power, 
for  the  purpose  of  encouraging  exports,  to  give  guarantees  with  respect  to  insurance  risks 
in  connection  with  external  trade. 

This  section  has  been  amended  on  a  number  of  occasions  by  subsequent  Insurance  Acts 
the  most  recent  of  which  was  the  Insurance  Act,  1983. 

Section  1  of  the  Insurance  Act,  1983  states:— 

'The  following  subsection  is  hereby  substituted  for  subsection  (1)  of  Section  2  of  the 
Insurance  Act,  1953: 

(l)(a)  For  the  purposes  of  encouraging  the  exportation  of  goods  and  the  provi- 
sion of  such  services  as  are  specified  from  time  to  time  from  by  order 
made  by  the  Minister,  the  Minister,  with  the  consent  of  the  Minister  for 
Finance,  may  make  arrangements  for  giving  to,  or  for  the  benefit  of,  per- 
sons carrying  on  a  business  or  profession  in  the  State  guarantees  in  con- 
nection with  the  export,  manufacture,  treatment  or  distribution  of  goods, 
the  provision  of  services  or  any  other  matter  which  appears  to  the  Minister 
conducive  to  that  purpose" 

Section  2  (3)  of  the  Insurance  Act,  1953  stated  that:— 

"The  aggregate  amount  of  the  liability  at  any  time  of  the  Minister  for  principal 
moneys  in  respect  of  arrangements  under  this  Section  shall  not  exceed  two  million 
pounds" 
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There  were  a  series  of  acts  in  the  period  1953  to  1988  the  sole  purpose  of  which  was  to 
increase  the  statutory  limit  of  liability  for  Export  Credit  Insurance  and  guarantees. 

At  all  time  material  hereto  the  statutory  limit  of  liability  for  Export  Credit  Insurance  and 
guarantees  was  £300  million  until  that  statutory  limit  was  increased  to  £500  million  by  the 
Insurance  (Export  Guarantees)  Act  of  1988. 

Export  Credit  Insurance  is  one  of  the  approved  classes  of  insurance  under  EEC  Council 
Directive  73/239/EEC  (Class  14).  EEC  Council  Directive  73/239/EEC  was  adopted  into 
Irish  Law  by  Statutory  Instrument  115  of  1976  entitled  "European  Communities  (Non 
Life  Insurance)  Regulations  1976/' 

In  the  period  1953  to  1971,  the  Export  Credit  Insurance  Scheme  provided  for  by  the 
aforesaid  insurance  acts  was  operated  on  behalf  of  the  Minister  for  Industry  and  Com- 
merce by  a  number  of  Irish  insurance  companies. 

In  1971  the  Insurance  Corporation  of  Ireland  pic  was  given  the  sole  agency  in  respect 
thereof  by  the  Minister  for  Industry  and  Commerce. 

That  sole  agency  remained  in  place  until  the  4th  day  of  November  1987  when  it  was 
replaced  by  a  new  Agency  Agreement  made  between  the  Minister  for  Industry  and  Com- 
merce and  the  Insurance  Corporation  of  Ireland  pic,  which  said  agreement  continued  to 
grant  a  sole  agency  in  respect  of  the  operation  thereon  to  the  Insurance  Corporation  of 
Ireland  pic. 

The  main  points  from  the  Agency  agreements  are  as  follows: 

"(i)  The  Insurance  Corporation  of  Ireland  pic  ('TO")  agreed  not  to  sell  Export  Credit 
Insurance  for  its  own  account  as  long  as  it  acted  as  agent  for  the  Minister: 

(ii)  The  Export  Credit  Insurance  policies  could  be  issued  to  persons  exporting  goods 
and/or  services  manufactured  or  produced  in  Ireland: 

(iii)  ICI  undertook  to  use  the  resources  necessary  to  ensure  that  all  reasonable  care, 
skill  and  judgement  was  exercised  in  the  operation  of  the  Scheme: 

(iv)  ICI  undertook  to  endeavour  to  ensure  that,  taking  one  year  with  another,  the 
scheme  would  involve  no  net  loss  to  State  funds: 

(v)  It  was  ICI's  function  to  ensure  that  the  maximum  potential  liability  of  the  Minister 
in  respect  of  Export  Credit  Insurance  policies  should  not  at  any  time  exceed  the 
sum  provided  by  the  Insurance  Acts: 

(vi)  ICI  were  to  keep  two  separate  sets  of  accounts  —  a  "Number  1  Account"  and  a 
"Number  2  Account".  The  Number  1  Account  related  to  normal  insurance  busi- 
ness, exclusive  of  the  insurance  included  in  the  Number  2  Account.  The  Number 
2  Account  related  solely  to  business  done  on  the  basis  of  special  Ministerial  or 
Government  decisions.  The  ICI  were  to  provide  insurance  for  the  Number  2 
Account  only  when  specified  by  the  Minister. 
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Section  15  of  the  Agency  agreement  provides:— 

Underwriting  practices 

'The  Company  will  keep  two  separate  sets  of  accounts  Nos.  1  and  2  respectively, 
which  shall  be  shown  separately  on  all  returns  to  the  Minister  subject  to  the  terms 
and  conditions  hereunder: 

"The  No.  1  account  shall  be  related  to  normal  insured  business  exclusive  of  the  insur- 
ance included  in  the  No.  2  account. 

"The  No.  2  account  shall  be  related  to  business  done  on  the  basis  of  special  Ministerial 
or  Government  decision. 

"The  Company  shall  provide  insurance  for  the  No.  2  account  only  where  specified  in 
writing  by  the  Minister" 

In  addition  to  the  provision  of  insurance  ICI  was  authorised  to  issue  guarantees  on  behalf 
of  the  Minister  to  Associated  Banks,  the  Non-Associated  Banks  and  the  Industrial  Credit 
Corporation.  Depending  on  whether  the  transaction  was  a  short-term  or  a  medium-term 
transaction,  the  Schemes  under  which  ICI  issued  these  guarantees  were  known  as:— 

The  Short-Term  Finance  Scheme  ("STFS") 
The  Medium-Term  Finance  Scheme  ("MFTS") 

With  regard  to  the  Short-Term  Finance  Scheme  section  21  of  the  agreement  provided 
that:— 

"The  Company  may  issue  guarantees  on  behalf  of  the  Minister  under  the  Short-Term 
Finance  Scheme  to  the  Associated  Banks,  the  Non-Associated  Banks,  the  Industrial 
Credit  Corporation  and  such  other  Financial  Institutions  as  may  be  agreed  from  time 
to  time,  subject  to  the  conditions  specified  hereunder:— 

(a)  the  person  or  company  requesting  such  a  guarantee  shall  have  a  current  and  valid 
Export  Credit  Insurance  policy. 

(b)  payment  shall  be  provided  for  in  each  case  by  an  eligible  instrument  which  shall 
be  either  a  Bill  of  Exchange  drawn  by  the  exporter  on  a  buyer,  or  a  Promissory 
Note  issued  by  the  buyer. 

(c)  a  premium  in  addition  to  that  charged  for  the  Export  Credit  Insurance  shall  be 
charged  to  the  policy  holder  for  the  guarantee.  The  premium  level  shall  be  as 
defined  in  the  Guidelines/' 

With  regard  to  the  Medium-Term  Finance  Scheme  Section  22  of  the  agreement  provides 
that:— 

4 The  Company  may  issue  guarantees  on  behalf  of  the  Minister  to  the  Associated 
Banks,  the  Non-Associated  Banks  and  the  Industrial  Credit  Corporation  and  such 
other  Financial  Institutions  as  may  be  agreed  from  time  to  time,  in  respect  of  the 
export  of  capital  goods,  under  the  Medium-Term  Finance  Scheme  subject  to  the 
following; 

(a)  the  person  or  company  requesting  such  a  guarantee  shall  have  a  current  and  valid 
Export  Credit  Insurance  policy. 
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(b)  payment  shall  be  provided  for  in  each  case  by  an  eligible  instrument  which  shall 
be  either  a  Bill  of  Exchange  drawn  by  the  exporter  and  accepted  by  the  buyer  or 
a  Promissory  Note  issued  by  the  buyer. 

(c)  a  premium  in  addition  to  that  for  the  Export  Credit  Insurance  shall  be  charged 
to  the  policy  holder  for  the  guarantee.  The  premium  level  shall  be  as  defined  in 
the  Guidelines 

(d)  before  a  guarantee  is  given  by  the  company  under  the  Medium-Term  Finance 
Scheme  which  normally  involves  an  element  of  State  subsidy,  the  approval  of  the 
Minister  must  be  obtained  as  laid  down  in  the  Guidelines.'* 

Short-Term  Finance  Scheme  (STFS) 

The  Short-Term  Finance  Scheme  is  available  by  virtue  of  the  terms  of  this  agreement  for 
transactions  where  the  exporter  in  addition  to  holding  Export  Credit  Insurance  policy  is 
dealing  by  way  of  Bill  of  Exchange  or  Promissory  Note  with  a  buyer  in  good  standing. 

The  first  step  for  ICI  is  to  issue  to  the  bank  an  unconditional  guarantee  of  the  exporter's 
debts.  The  exporter  can  then  obtain,  from  a  participating  bank,  up  to  90%  of  the  face 
value  of  the  bills  or  notes  subject  to  a  revolving  limit  which  will  have  been  agreed  between 
the  discounting  bank  and  ICI.  Thus,  finance  can  be  made  available  to  the  exporter  from 
the  date  the  goods  are  shipped  and  his  working  capital  requirements  will  be  eased 
accordingly. 

On  the  maturity  date  of  the  bills  or  notes  when  payment  is  received,  the  participating 
bank  will  retain  the  amount  advanced  to  the  importer  plus  interest  on  the  amount  from 
the  date  of  his  original  advance.  Any  balance  remaining  will  be  paid  by  the  bank  to  the 
exporter. 

If  the  foreign  buyer  defaults,  the  bank  will  nonetheless  be  paid  in  full  by  ICI  under  the 
unconditional  guarantee  6  months  after  the  due  date  of  the  bills  or  notes.  In  certain 
circumstances,  ICI  will  be  entitled  to  a  repayment  of  monies  paid  by  it  to  the  participating 
bank.  This  would  arise,  for  example,  where  the  exporter  had  failed  to  comply  with  the 
terms  of  the  Export  Credit  Insurance  policy  and,  accordingly,  a  claim  would  not  arise 
under  the  policy.  However,  by  virtue  of  the  stand  alone  bank  guarantee,  ICI  would  have 
to  pay  90%  of  the  face  value  of  the  bills  or  notes  to  the  participating  bank  and  would 
then  seek  recourse  from  the  Irish  exporter. 

Medium-Term  Finance  Scheme  (MTFS) 

Where  large  once  off  type  contracts  are  insured  under  a  "specific  contract"  Export  Credit 
Insurance  policy  finance  is  also  available  through  provision  of  a  medium-term  guarantee 
to  a  participating  bank  covering  the  outstanding  amount.  The  officially  supported  terms 
which  may  be  offered  for  the  export  of  goods  under  such  contracts  are  governed  by  the 
International  Arrangement  on  Guidelines  for  Officially  Supported  Export  Credits 
(hereinafter  called  "the  Consensus")  which  is  administered  by  the  OECD.  The  usual 
credit  terms  are  2  —  5  years.  A  minimum  15%  down  payment  is  required  and  cover  is 
provided  for  90%  of  the  outstanding  amount.  Payment  on  the  outstanding  balance  must 
be  made  on  regular  and  equal  instalments  not  less  frequently  than  every  6  months.  The 
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Consensus  also  set  minimum  interest  rates  which  may  be  offered  to  the  buyer  of  an  offici- 
ally supported  contract. 

Export  Credit  Insurance 

The  availability  of  an  Export  Credit  Insurance  Policy  was  a  necessary  prerequisite  to 
obtaining  the  benefits  conferred  by  the  Short-Term  Finance  Scheme  and  the  Medium- 
Term  Finance  Scheme. 

Consequently  the  benefits  deriving  from  the  Export  Credit  Insurance  Policy  are  manifest, 
namely,  indemnity  against  the  agreed  percentage  of  loss  due  to  non  payment  and  payment 
of  up  to  90%  of  the  face  value  of  Bills  of  Exchange  or  Promissory  Notes  from  the  dates 
from  which  the  goods  are  shipped,  thereby  lessening  demands  on  working  capital. 

In  addition,  and  quite  independent  of  the  availability  of  Export  Credit  Insurance  in  the 
case  of  exports  to  countries  such  as  Iraq  to  which  the  export  refund  scheme  applied  subsid- 
ies by  way  of  export  refund  were  payable  when  the  product  exported  came  under  customs 
control. 

The  allegations  made  in  Dail  Eireann  with  regard  to  the  operation  of  the  scheme  relate 
to  the  alleged  reintroduction  of  the  scheme  in  1987  and  to  the  allocation  of  Export  Credit 
Insurance  for  beef  exports  to  Iraq  during  the  years  1987  and  1988,  which  allocations  were 
made,  as  provided  for  in  the  agreement,  on  the  basis  of  "Special  Ministerial  or  Govern- 
ment decisions"  and  were  specified  in  writing  by  the  Minister  and  related  to  number  2 
account  business  to  which  normal  commercial  considerations  did  not  apply  and  which  was 
operated  by  the  Minister  for  Industry  and  Commerce  in  "the  national  interest". 

The  creation  and  operation  of  this  account  did  not  begin  in  1987  and  it  is  clear  from  the 
documents  made  available  to  the  Tribunal  that,  certainly  from  April  1983,  the  provision 
of  Export  Credit  Insurance  in  respect  of  exports  to  Iraq  could  not  be  justified  and  was 
not  sought  to  be  justified  by  the  ICI  on  purely  commercial  grounds  but  was  at  all  times 
regarded  as  "a  national  interest"  case,  the  provision  for  such  insurance  to  be  a  matter  for 
consideration  and  an  authorisation  by  the  Minister  for  Industry  and  Commerce. 

In  order  to  understand  the  events  of  1987  and  1988  it  is  necessary  to  outline  briefly  the 
situation  which  existed  prior  thereto  with  regard  to  trade  with  Iraq  and  the  allocations  of 
Export  Credit  Insurance  in  regard  thereto. 

It  appears  from  a  detailed  Memorandum  for  Government  dated  the  16th  day  of  December 
1982  that; 

"(1)  Irish  exports  to  Iraq  had  expanded  dramatically  both  in  range  and  value  over  the 
previous  two  years; 

(2)  That  whereas  the  total  exports  from  Ireland  to  Iraq  in  the  year  ended  December 
1981  reached  £21.4  million,  it  was  estimated  that  total  exports  reached  £50.6  mil- 
lion from  the  period  January  —  October  1982; 
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(3)  In  October,  1981  an  Ireland/Iraq  Co-operation  Agreement  had  been  signed  in 
Baghdad  which  had  committed  both  countries  to  joint  efforts  to  increase  and 
strengthen  their  relations  in  the  economic,  commercial,  scientific  and  technolo- 
gical fields.  Export  Credit  Insurance  plays  an  important  role  in  export  trading 
particularly  in  the  conditions  of  financial  insecurity  and  political  instability  that 
are  characteristic  of  certain  international  markets; 

(4)  An  application  for  Export  Credit  Insurance  had  been  received  from  Anglo-Irish 
Meat  Company  Limited  in  respect  of  a  $27,210  million  contract  (IR£20  million) 
with  the  State  Enterprise  for  Agricultural  Products  Trading,  Baghdad,  Iraq; 

(5)  The  purpose  of  the  request  for  Export  Credit  Insurance  was  to  insure  the  Irish 
exporter  against  non-payment  by  the  Iraqi  State  Company  due  to  either  commer- 
cial or  political  default.  The  policy  also  enabled  the  exporter  to  obtain  finance  on 
shipment  from  their  Bank  by  the  assignment  of  their  Export  Credit  Insurance 
Policy  to  the  Bank,  The  Anglo-Irish  Meat  Company  required  Export  Credit 
Insurance  during  that  year  as  their  Banker's,  Allied  Irish  Banks  Limited  were 
unable  because  of  the  unstable  situation  in  Iraq  to  obtain  confirmation  on  an 
Iraqi  letter  of  credit.  During  the  previous  year  Export  Credit  Insurance  was  not 
required  by  Anglo-Irish  Meat  Company  Limited  because  the  Company's  payment 
was  made  in  cash  on  shipment; 

(6)  Anglo-Irish  Meats  Limited  had  established  a  long  trading  relationship  with  buyers 
in  Iraq.  In  1981  they  fulfilled  a  contract  valued  at  $20  million  with  the  State 
Enterprise  for  Agricultural  Products  Trading. 

(7)  The  request  for  Export  Credit  Insurance  from  Anglo-Irish  Meats  Limited  was  a 
direct  consequence  of  extended  credit  terms  being  offered  by  their  competitor's 
to  Iraqi  buyers  and  in  order  to  remain  competitive  in  the  Iraqi  market  Anglo- 
Irish  Meats  Limited  must  be  prepared  to  offer  competitive  extended  terms; 

(8)  The  support  offered  to  Irish  exporters  by  their  Export  Credit  Insurance  Policy 
was  of  crucial  importance  in  reducing  the  risk  element  as  well  as  facilitating  the 
very  necessary  export  financing." 

This  Memorandum  for  Government  had  been  prepared  because  a  request  for  Export 
Credit  Insurance  had  been  made  to  the  said  Department  in  November-December  1982  in 
respect  of  a  hoped  for  contract  for  the  supply  of  beef  for  $27,210,000  to  the  State  Enter- 
prise for  Agriculture  Products  Trading. 

On  the  21st  day  of  December  1982  the  Government  agreed  that  an  Export  Credit  Standard 
Shipments  Policy  should  be  granted  to  the  Company  on  the  conditions  outlined  in  para- 
graphs 14  (i)  and  14(iii)  and  paragraph  15  of  the  said  Memorandum  and  such  decision  was 
communicated  to  the  Department  by  the  Secretary  to  the  Government. 

On  the  3rd  day  of  February  1983  Anglo-Irish  Meats  informed  the  Department  of  Trade, 
Commerce  and  Tourism  that  the  contract  that  they  had  hoped  to  obtain  had  been  placed 
with  South  American  competitors  and  no  cover  was  taken  up. 
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The  question  of  the  provision  of  Export  Credit  Insurance  for  exports  to  Iraq  was  kept 
under  constant  review  by  the  Government  and  the  Minister  for  Trade,  Commerce  and 
Tourism. 

On  the  17th  day  of  June  1983  the  Government  decided 

"(1)  that  Export  Credit  Insurance  should  be  provided  to  Irish  Exporters  dealing  with 
Iraq  on  short-term  business  on  the  conditions  stipulated  in  paragraph  8.3  of  the 
Memorandum,  subject  to  the  consent  of  the  Minister  for  Finance  being  required 
for  the  provision  of  Export  Credit  Insurance  for  any  proposal  which  would  cause 
the  total  value  of  business  with  Iraq  covered  by  Export  Credit  Insurance  to 
exceed  £1 2,000,000;" 

By  letter  dated  the  15th  day  of  December  1983  the  Minister  for  Finance  conveyed  sanction 
for  the  limit  of  the  total  value  of  the  short  term  business  with  Iraq  covered  by  Export 
Credit  Insurance  to  be  increased  from  £12  million  to  £15  million,  such  insurance  to  be 
provided  in  accordance  with  the  terms  of  the  Government  decision  of  the  17th  June  1983 
(excluding  the  limit  of  £12  million  set  in  that  decision). 

On  the  10th  day  of  September  1984,  the  Minister  for  Finance  sanctioned  an  increase  from 
£15  million  to  £25  million  in  the  limit  for  short  term  business  with  Iraq  covered  by  Export 
Credit  Insurance  on  the  strict  conditions  that  the  limit  will  be  introduced  on  a  phased 
basis  over  the  next  six  months  and  that,  in  the  event  of  any  default  by  the  Iraqis  during 
that  period,  the  limit  at  the  time  would  be  frozen. 

On  the  27th  day  of  May  1985  the  Minister  for  Finance  sanctioned  the  increase  in  the  cover 
for  Export  Credit  Insurance  provided  for  the  Iraqi  market  from  £25  million  to  £35  million. 

On  the  6th  day  of  February  1986  the  Government:— 

M(l)  approved  special  Export  Credit  Insurance  arrangements  under  strict  and  specific 
provisions,  to  give  cover  for  exports  which  may  not  be  acceptable  under  the 
normal  scheme  but  which  nevertheless  have  an  assumable  risk: 

(2)  agreed,  in  relation  to  any  claims  arising  under  the  Special  Scheme: 

(a)  that  they  will  be  borne  by  the  Exchequer  i.e.  other  than  on  the  normal  Export 
Credit  Insurance  Scheme  or  out  of  the  existing  resources  of  Departmental 
votes,  and 

(b)  that  the  Minister  for  Finance  will  decide,  in  consultation  with  the  Minister 
concerned  and  the  Minister  for  Industry,  Trade,  Commerce  and  Tourism  how 
they  are  ultimately  met; 

(3)  agreed  that  there  will  be  separate  accounting  arrangements  for  the  normal  scheme 
and  the  special  scheme  —  those  arrangements  for  the  special  scheme  will  be 
generally  on  the  lines  of  that  for  the  normal  scheme  with  particular  reference  to 
the  need  to  avoid  over-dependence  by  any  company  on  a  single  market; 
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(4)  agreed  to  increase  the  limit  to  £70,000,000  of  cover  offered  in  special  arrange- 
ments in  respect  of  Iraq". 

At  the  time  of  the  aforesaid  increase  in  the  amount  of  cover  available  in  respect  of  exports 
to  Iraq  the  total  exposure  was  as  follows: — 

£2.5  million  when  the  amount  was  increased  to  £12  million, 
£4.700,297  million  when  the  amount  was  increased  to  £15  million. 
£14.099  million  when  the  amount  was  increased  to  £25  million. 
Almost  £25  million  when  the  amount  was  increased  to  £35  million. 
£33.197  million  when  the  amount  was  increased  to  £70m. 

While  the  total  Export  Credit  Insurance  Exposure  in  Iraq  on  the  7th  February,  1986 
was  £33,197,725,  only  £10,480,487  thereof  related  to  beef  exports,  leaving  an  exposure  of 
£22,717,238  in  respect  of  other  manufactured  goods  and  services.  The  exposure  in  relation 
to  beef  exports  was  as  follows: — 

Dantean  International  (Hibernia)  £7,959,479  Nenagh  Chilled  Meats  (a  Goodman 
Company)  £2,521,008. 

At  that  time  the  exposure  in  respect  of  beef  exports  was  less  than  one  third  of  the  total 
exposure  in  respect  of  Export  Credit  Insurance  allocated  in  respect  of  exports  to  Iraq  and 
was  approximately  3.5%  of  the  statutory  limit  of  £300m. 

Between  March  1983  and  March  1987  the  majority  of  applications  for  Export  Credit  Insur- 
ance in  respect  of  exports  to  Iraq  related  to  non-beef  produce. 

However  a  number  of  enquiries  concerning  the  availability  of  Export  Credit  Insurance  of 
beef  exports  and  applications  therefor  were  made  during  this  period. 

These  were  made  by  or  on  behalf  of  Anglo-Irish  Meats  and  Hibernia  Meats  (Dantean 
International)  who  appeared  to  be  the  only  Irish  Companies  exporting  beef  to  Iraq  during 
this  period.  These  consisted  of: 

"(1)  An  enquiry  made  on  behalf  of  Anglo-Irish  Meats  in  March  1983  with  regard  to 
a  tender  for  a  contract  worth  $30  million  with  the  State  Enterprise  for  Agriculture 
Products  Trading,  Baghdad. 

(2)  An  enquiry  made  on  behalf  of  Hibernia  Meats  in  June  1984  in  regard  to  the 
availability  of  Export  Credit  Insurance  in  respect  of  a  potential  contract  worth 
$6.7  million. 

(3)  An  enquiry  made  on  behalf  of  Anglo-Irish  Meats  with  regard  to  the  availability 
of  Export  Credit  Insurance  in  respect  of  contracts  wurth  between  £7.5  million 
and  £10  million  which  they  were  hopeful  of  obtaining. 

(4)  A  request  made  on  behalf  of  Hibernia  Meats  in  November  1984  for  Export  Credit 
Insurance  cover  in  respect  of  a  contract  of  £5  million. 
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(5)  A  request  made  on  behalf  of  Hibernia  Meats  in  May  1985  for  Export  Credit 
Insurance  in  respect  of  a  contract  for  £6.6  million. 

(6)  An  enquiry  on  behalf  of  Hibernia  Meats  Limited  on  the  5th  day  of  June  1985  with 
regard  to  the  availability  of  Export  Credit  Insurance  with  regard  to  a  contract  for 
about  $11  million  which  they  were  in  the  position  to  obtain  if  insurance  cover 
was  available. 

(7)  An  enquiry  on  behalf  of  Nenagh  Chilled  Meats  (a  company  in  the  Goodman 
Group)  in  June  1985  with  regard  to  the  possibility  of  obtaining  Export  Credit 
Insurance  for  a  $18  million  contract  in  Iraq. 

(8)  An  enquiry  made  on  the  3rd  September  1985  on  behalf  of  Anglo-Irish  Meats  with 
regard  to  the  availability  of  Export  Credit  Insurance  in  respect  of  an  $18  million 
contract  with  Iraq, 

(9)  An  enquiry  made  on  behalf  of  Hibernia  Meats  on  the  5th  day  of  February  1986 
with  regard  to  the  availability  of  Export  Credit  Insurance  in  respect  of  the  $15 
million  contract  that  the  company  was  confident  of  negotiating. 

(10)  A  request  for  cover  from  AIBP  of  contract  value  of  $29  million  which  the  com- 
pany was  in  a  immediate  position  to  conclude  subject  to  the  availability  of  Export 
Credit  Insurance. 

(11)  An  application  on  behalf  of  Hibernia  Meats  on  the  6th  May  1986  for  £2  million 
cover  and  subsequently  on  the  12th  of  May  1986  an  application  for  Export  Credit 
Insurance  in  respect  of  a  £15  million  contract  he  was  tendering  for  at  that  time. 

(12)  An  application  made  on  the  30th  May  1986  on  behalf  of  AIM  requesting  Export 
Credit  Insurance  cover  in  respect  of  $32  million  contract  that  had  been  signed. 

(13)  A  request  made  on  the  28th  July  1986  on  behalf  of  AIM  for  cover  for  a  IR£34 
million  contract  in  Iraq  which  was  expected  to  be  signed  within  a  few  weeks  and 
which  contract  was  subsequently  signed 

(14)  A  request  made  on  the  24th  October  1986  on  behalf  of  AIBP  for  Export  Credit 
Insurance  in  respect  of  a  contract  for  the  supply  of  beef  valued  $28  million  that 
AIBP  had  been  asked  to  supply  to  Iraq." 

It  was  not  possible  to  grant  Export  Credit  Insurance  in  the  amount  sought  by  the  applic- 
ants therefor. 

The  Insurance  Corporation  of  Ireland  was,  by  virtue  of  its  agreement  with  the  Minister 
obliged  to  endeavour  to  ensure  that,  taking  one  year  with  the  other  the  operation  of  the 
Export  Credit  Insurance  Scheme  would  involve  no  net  loss  to  State  funds  and  to  ensure 
that  the  maximum  potential  liability  of  the  Minister  in  respect  of  Export  Credit  Insurance 
Policies  should  not  at  anytime  exceed  the  sum  provided  by  the  Insurance  Acts. 
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Prior  to  April  1983  the  Scheme  was  operated  by  the  Insurance  Corporation  of  Ireland  on 
a  strictly  commercial  basis  and  in  accordance  with  these  obligations  and  effectively  without 
reference  to  the  Minister  of  the  Department. 

By  letter  dated  the  12th  day  of  April  1983,  the  Department  informed  the  Insurance  Cor- 
poration of  Ireland  that: 

"Because  of  the  deteriorating  economic  situation  in  Iraq  I  feel  it  would  now  be  advis- 
able that  you  consult  the  Department  on  all  limit  applications  for  this  market  in 
excess  of  £250,000  prior  to  the  issue  of  a  limit  approval" 

In  the  course  of  a  telex  dated  the  27th  day  of  April  1983  forwarded  to  the  Department 
the  Insurance  Corporation  of  Ireland  reviewed  the  situation  in  regard  to  Iraq  and  recom- 
mended that  "we  completely  suspend  all  cover  for  Iraq  immediately  except  where  there 
is  a  guarantee  of  payment  issued  outside  that  country  in  the  form  of  a  bank  guarantee  or 
a  confirmed  irrevocable  letter  of  credit. 

The  Minister  then  submitted  to  the  Government  a  Memorandum  for  Government  dealing 
with  "Conditions  Applying  to  the  Provision  of  Export  Credit  Insurance  in  respect  of  Trade 
with  Iraq"  and  dated  the  15th  day  of  June  1983. 

In  this  Memorandum  the  Minister  sought  a  decision  from  the  Government  in  favour  of 
providing  Export  Credit  Insurance  to  Irish  exporters  dealing  with  Iraq,  in  spite  of  the 
recommendation  contained  in  the  Telex  dated  the  27th  April  1983  from  the  ICI. 

The  Memorandum  set  forth  in  detail  the  reasons  for  such  recommendation  and  referred, 
inter  alia  to:— 

(a)  in  the  official  policy  of  encouraging  Irish  export  to  diversify  away  from  traditional 
(mainly  European)  markets  into  new  markets  and  stated; 

"many  of  these  new  markets  are,  however,  volatile  and  very  often  there  must 
be  a  long  lead  time  (more  simply  regarded  as  a  medium  to  long  term  invest- 
ment period)  before  the  credibility  of  exporters  is  established  and  real 
returns,  in  the  form  of  substantial  export  orders,  are  received.  Indeed,  it  is 
often  an  inevitable  event  that,  in  the  course  of  such  market  development, 
some  initial  losses  are  incurred" 

(b)  the  increasingly  important  role  of  Export  Credit  Insurance  in  export  trading, 
particularly  in  financial  insecurity  and  political  instability  that  currently  charac- 
terise certain  international  markets; 

(c)  the  fact  that  Ireland's  expanding  trade  with  Iraq  could  be  irreparably  damaged 
and  its  credibility  as  a  friendly  and  serious  trading  partner  considerably  tarnished 
if,  having  sought  at  every  opportunity  to  maximise  Iraqi  goodwill  towards  Irish 
exporters  with  a  view  to  obtaining  optimum  export  orders,  it  would  now  seem  to 
prevaricate  in  the  light  of  Iraq's  current  economic  difficulties,  and  to  the  fact  that 
"there  would  also  be  significant  scope  for  the  charge  that,  having  encouraged 
Irish  exporters  to  deal  in  the  market,  the  Government  was  now  breaking  good 
faith  with  the  same  exporters  by  withdrawing  what  is,  in  effect,  a  vital  support  in 
realising  export  orders." 
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This  Memorandum  incorporating  not  only  the  views  of  the  Department  of  Trade,  Com- 
merce and  Tourism  but  also  of  the  Department  of  Foreign  Affairs  and  the  Department 
of  Finance  led  to  the  Government  decision  of  the  17th  day  of  June  1983  already  referred 
to  and  led  to  a  more  flexible  approach  in  the  allocation  of  Export  Credit  Insurance  in 
respect  of  exports  to  Iraq  which  would  no  longer  be  made  by  the  Insurance  Corporation 
of  Ireland  on  a  purely  commercial  basis  but  in  the  case  of  all  cover  in  excess  of  £250,000 
would  be  made  as  result  of  a  decision  by  the  Minister  for  Trade,  Commerce  and  Tourism 
in  the  national  interest. 

The  Minister  was  obliged  to  ensure  that,  save  with  the  consent  of  the  Minister  for  Finance, 
no  proposal  which  would  cause  the  total  value  of  business  with  Iraq  concerned  by  Export 
Credit  Insurance  to  exceed  the  sum  of  £12,000,000  which  sum  was  increased  from  time  to 
time  as  set  forth  above  and  to  £70,000,000  on  the  6th  day  of  February,  1986. 

Having  regard  to  the  extent  of  cover  sought  in  respect  of  beef  exports  to  Iraq  this  meant 
that  all  decisions  with  regard  to  the  allocation  of  Export  Credit  Insurance  in  respect  of 
beef  exports  to  Iraq  were  made  by  the  Minister  who  was  at  all  times  obliged  to  ensure 
that  the  total  value  of  business  with  Iraq  covered  by  Export  Credit  Insurance  did  not 
exceed  the  agreed  amount,  which  agreed  amount  covered  not  only  beef  exports  but  all 
exports  to  Iraq. 

Because  of  such  constraints  the  Minister  was  unable  to  accede  to  or  to  accede  in  toto  to 
the  requests  hereinbefore  referred  to  during  this  period  viz  March  1983  to  March  1987. 
The  only  Export  Credit  Insurance  granted  in  respect  beef  exports  to  Iraq  were:— 

Dantean  International  (Hibernia)  £7,959,479 

Nenagh  Chilled  Meats  (a  Goodman  company)  £2,521,008 

The  availability  of  such  insurance  was  regarded  by  these  Companies  as  of  considerable 
importance  and  both  companies  made  regular  representations  to  the  Minister  and  other 
members  of  the  Government  for  an  increase  in  the  amount  available  for  such  insurance, 
increases  in  the  level  of  cover  and  the  period  of  cover. 

These  representations  were  made  by  letters  to  and  meetings  with  the  Taoiseach,  Garret 
Fitzgerald  TD  and  individual  members  of  the  Government,  including  the  Minister  for 
Finance  Alan  Dukes  TD,  the  Minister  for  Industry,  Trade,  Commerce  and  Tourism  John 
Bruton  TD  and  the  Minister  for  Industry  and  Commerce,  Michael  Noonan  TD 

These  contacts  between  beef  exporters  and  members  of  the  Government  arose  because 
of  the  realisation  by  beef  exporters  that  as  a  result  of  the  Government  decision  of  the 
17th  day  of  June  1983  all  decisions  with  regard  to  the  allocation  of  Export  Credit  Insurance 
in  respect  of  the  export  of  beef  to  Iraq  were  to  be  made  by  the  Minister  for  Industry, 
Trade,  Commerce  and  Tourism  (subsequently  the  Minister  for  Industry  and  Commerce) 
and  not  by  the  Insurance  Corporation  of  Ireland,  who  were  only  concerned  with  the 
administrative  details  of  writing  the  policy,  and  the  decision  to  allocate  and  the  terms  of 
the  allocation  were  made  by  the  Minister. 

While  the  Government  and  the  relevant  Minister  were  anxious  to  encourage  the  develop- 
ment of  trade,  including  the  export  of  beef  to  Iraq  and  had,  as  hereinbefore  set  forth. 
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increased  the  amount  available  for  such  cover  from  £12m  to  £70m,  and  up  to  February 
1986  had  approved  cover  which  led  to  an  exposure  in  respect  thereof  of  £33,197,725,  by 
May  1986  concern  was  being  expressed  in  the  Department  of  Industry  and  Commerce 
concerning  Iraq's  capacity  to  pay  the  debts. 

At  that  time  applications  for  Export  Credit  Insurance  had  been  received  from  Anglo 
Irish  Meats  and  Hibernia  Meat  Packers  and  the  Minister  for  Industry  and  Commerce 
contemplated  granting  cover  in  the  sum  of  £15m,  being  as  to  £10m  to  Anglo  Irish  Meats 
and  as  to  £5m  to  Hibernia  Meat  Packers. 

A  Departmental  Conference  was  held  on  the  15th  May  1986  for  which  Mr  Fahy  of  the 
Export  Credit  Section  prepared  a  note  in  the  course  of  which  he  recommended  that  the 
ceiling  then  existing  be  frozen  and  no  further  requests  for  cover  be  entertained  until  the 
position  regarding  the  re-scheduling  of  Iraqi  debts  and  the  future  Iraqi  repayment  record 
became  clearer. 

It  appears  from  the  Departmental  note  of  this  meeting  that  the  Minister  agreed  that 

"(fl)  in  regard  to  the  two  beef  contracts  we  should  neither  approve  nor  reject  these 
applications  but  stay  our  hand; 

(b)  we  should  effectively  close  the  account  on  Iraq  except  in  cases  of  extreme 
hardship; 

(c)  as  regards  the  £5m  insurance  committed  but  not  yet  taken  up  by  exporters  we 
should  honour  this  business;" 

On  the  27th  day  of  May  1986,  Brian  Britton,  the  Financial  Director,  Anglo  Irish  Meats, 
rang  the  Department  of  Industry  and  Commerce  and  informed  them  that  his  company 
had  secured  the  contract  for  £29m  and  inquired  about  Export  Credit  Insurance.  He  was 
informed  that  no  decision  was  being  made  as  the  situation  in  Iraq  was  under  review. 

Laurence  Goodman  then  wrote  to  the  Taoiseach  on  the  28th  May  1986  and  on  the  30th 
day  of  May  1986  to  the  Minister  for  Industry  and  Commerce,  enclosing  a  copy  of  his  letter 
to  the  Taoiseach. 

An  Aide  Memoire  was  then  prepared  for  and  submitted  to  the  Government  but  it  was 
decided  that  the  Government  would  consider  the  position,  particularly  in  regard  to  Iraq 
on  the  basis  of  a  factual  Memorandum  from  the  Department  of  Industry  and  Commerce. 

This  Memorandum  contained  the  statement  that:— 

"12.  Two  large  Irish  Beef  exporters  to  Iraq,  Anglo  Irish  Meats  and  Hibernia  Meats 
are  pressing  for  further  cover  in  respect  of  new  contracts.  The  Minister  for 
Industry  and  Commerce  has  grave  reservations  about  giving  cover..." 

In  the  introduction  to  the  said  Memorandum  the  Minister  stated: 
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"on  the  basis  of  his  view  of  the  Iraqi  market,  he  is  not  prepared  to  recommend  any 
further  export  credit  cover  to  Iraq  unless  or  until  the  Iraqi  debt  repayment  position 
has  been  clarified  to  his  satisfaction". 

The  contents  of  the  said  Memorandum  were  noted  by  the  government  on  the  16th  July 
1986. 

On  the  28th  July  1986,  the  Minister  for  Industry  and  Commerce  Michael  Noonan  TD,  the 
Secretary  to  the  Department  of  Industry  and  Commerce  and  Mr  Fergus  Walsh  of  the 
Export  Credit  Section  of  the  Department  met  Mr  Lawrence  Goodman  and  Mr  Brian 
Britton  of  Anglo  Irish  Meats. 

At  this  meeting  the  question  of  Export  Credit  Insurance  was  discussed  and  Mr  Goodman 
sought  Export  Credit  Insurance  in  respect  of  a  contract  for  the  supply  of  beef  to  Iraq 
worth  £34  million  which  he  hoped  to  secure  but  the  Minister  was  not  prepared  to  offer 
any  further  Export  Credit  Insurance  for  Iraq  until  such  time  as  the  situation  was  seen  to 
be  sufficiently  improved  to  enable  such  cover  to  be  put  in  place. 

Despite  subsequent  and  further  representations  by  Mr  Britton  no  cover  was  granted. 

On  the  24th  day  of  October  1986,  Mr  Goodman  wrote  to  the  Minister  for  Industry  and 
Commerce  in  connection  with  Export  Credit  Insurance  generally  and  in  particular  with 
regard  to  a  new  contract  being  offered  to  his  Company  for  the  supply  of  13,670  tons  of 
boneless  beef  and  requesting  a  meeting  with  the  Minister,  which  meeting  took  place  on 
the  4th  November,  1986. 

On  the  6th  day  of  November  a  meeting  was  held  between  the  Secretary  and  Mr  Fergus 
Walsh  of  the  Department  and  Mr  Brian  Britton  of  Anglo  Irish  Meats  with  regard  to  the 
provision  of  Export  Credit  Insurance  in  respect  of  this  contract  for  £34m. 

Subsequent  to  this  meeting  consideration  was  given  by  the  officials  of  the  Department  of 
Industry  and  Commerce  to  the  question  of  granting  a  small  amount  of  Export  Credit 
Insurance  in  respect  of  exports  to  Iraq  and  a  Memorandum  for  Government  was  drafted. 

However  on  the  12th  day  of  February  1987,  the  Minister  for  Industry  and  Commerce, 
acting  on  the  advice  of  Mr  Liam  Kilroy  decided  that  no  further  cover  should  be  granted 
in  respect  of  exports  to  Iraq  and  this  advice  appears  to  have  been  based  on  the  general 
deteriorating  financial  and  military  situation  in  Iraq  and  that  there  were  a  number  of 
overdue  payments  from  Iraq  and  the  submission  of  the  Memorandum  to  Government  was 

not  proceeded  with. 

j . . .  

Mr  Britton  continued  to  make  contacts  with  the  Departments  and  on  the  25th  February 
1987  wrote  to  the  Department  in  the  following  terms:— 

"Re:  Trade  with  Iraq 

Dear  Mr  Donlon 

Further  to  meetings  with  the  Minister  for  Industry  and  Commerce  by  Larry  Good- 
man during  1986  and  subsequent  correspondence,  our  Group  were  asked  to  keep 
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you  fully  informed  on  progress  relating  to  contracts  of  boneless  beef  which  we  are 
supplying  to  Iraq.  You  may  recall  that  we  expressed  grave  concern  about  the  prob- 
with  Iraq  g  eXpe"enCed  by  °Ur  Gr0up  in  obtaininS  Export  Credit  Insurance  for  trade 

I  now  understand  from  members  of  your  Department  that  a  fresh  look  is  being 
taken  on  Export  Credit  Insurance  for  Iraq.  If  that  is  the  situation,  could  I  take  this 
opportunity  to  remind  you  that  the  Minister  indicated  that  he  would  look  at  our 
Group's  application  favourably  if  the  department  were  to  restart  allocating  Iraqi 
Export  Credit  Cover. 

Notwithstanding  the  lack  of  support  from  your  department  and  various  financial 
institutions,  our  Group  are  currently  in  the  process  of  supplying  our  1986  contract 
for  13,670  tonnes  of  boneless  beef.  We  have  committed  ourselves  to  this  contract  in 
order  to  maintain  a  market  opened  up  by  us  in  the  early  1980's  which  market  has 
established  a  premium  for  Irish  beef.  All  of  the  product  being  supplied  is  being 
processed  and  prepared  in  our  own  Group  factories,  giving  substantial  employment 
in  this  country. 

Our  excellent  relationship  with  the  Iraqis  has  been  proved  by  the  receipt  this  week 
of  funds  clearing  our  1985  contract  up  to  date.  This  has  enabled  the  release  of  the 
$3m  allocation  which  your  department  gave  to  that  $18m  contract. 

Within  our  own  industry,  not  alone  are  we  the  only  Irish  meat  processor  shipping 
to  Iraq,  but  we  are  also  the  only  Irish  meat  processor  with  a  signed  contract  for  that 
country.  We  believe  that  recognition  deserves  strong  support  from  your  department. 

In  regard  to  our  current  contract  for  $28m,  we  are  more  than  half  way  through  our 
shipment  schedule,  having  shipped  7,060  tonnes  to  date  out  of  13,670  tonnes.  We 
believe  that  we  have  shown  the  commitment  requested  by  both  the  Minister  for 
Industry  and  Commerce  and  the  Minister  for  Agriculture  last  autumn,  which  has 
been  of  valuable  assistance  to  the  Irish  economy.  In  return,  we  are  now  formally 
requesting  your  Department  for  the  substantial  support  on  Iraqi  risk,  promised 
should  the  Department's  position  on  Iraq  change. 

I  am  meeting  Liam  Kilroy  and  Eugene  Forde  from  your  department  on  Tuesday 
next,  3  March  and  look  forward  to  a  favourable  response  from  them  to  this  request." 

It  is  important  to  note  the  statement  made  in  this  letter  that:— 

"All  of  the  product  being  supplied  is  being  processed  and  prepared  in  our  own  Group 
factories,  giving  substantial  employment  in  this  country." 

Following  receipt  of  this  letter  a  meeting  was  held  in  the  Department  between  Mr  Ted 
S£  Secretary,  Mr  Liam  Kilroy  and  Mr  Eugene  Forde  of  Uk >  M"* 
and  Mr  Brian  Britton  of  Goodman  International,  during  the  course  of  which  the  Depart- 
ment s  then  policy  was  repeated  viz  that  while  the  question  of  Export  Credit  Insurance 
was  being  kepfunder  continuous  review,  the  Minister  had  decided  that  no  further  cover 
would  be  given  in  the  then  existing  circumstances. 
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"Dear  Mr  Britton 

"Thank  you  for  your  letter  (Ref.  BB/GB)  of  25  February,  1987  to  the  Secretary  about 
the  question  of  export  credit  insurance  cover  for  beef  supplies  to  Iraq.  As  noted  in 
your  letter  and  as  confirmed  to  you  here  on  Tuesday  3rd  March  the  question  of 
further  credit  to  Iraq  is  the  subject  of  continuous  review  in  this  Department.  I  also 
confirm  what  I  told  you  to  the  effect  that  arising  from  a  very  recent  review  the 
Minister  has  decided  that  no  further  cover  be  given  to  any  exports  to  Iraq. 

"In  taking  this  decision  the  Minister,  of  course,  recognises  the  problems  for  Goodman 
International  Ltd  and,  indeed,  various  companies  in  other  sectors  which  have  sought 
cover. 

"Notwithstanding  some  repayments,  such  as  the  one  to  which  you  refer,  the  Minister 
is  satisfied  that  the  totality  of  difficulties  facing  the  Iraqis,  reflected  in  the  non-pay- 
ment of  significant  amounts  currently  due  to  Irish  exporters,  are  such  as  to  preclude 
him  from  extending  further  cover.  The  position  will  be  kept  under  review  and  recon- 
sidered at  appropriate  intervals.  Such  reconsideration  will,  of  course,  take  due  account 
of  your  interests  and  those  of  other  exporters. 

"I  would  have  to  comment  that  there  are  parts  of  your  letter  which  I  find  distasteful 
and  consider  to  be  rather  less  than  helpful.  In  the  interests  of  accuracy  I  should  point 
out  that  the  Department's  records  of  the  Minister's  comments  to  your  request  for 
cover  during  1986  do  not  refer  to  his  indicating  a  promise  of  favourable  treatment 
for  your  application  such  as  is  suggested  in  your  letter.  Rather  was  the  Minister 
indicting  his  desire  to  assist  Goodman  International,  and  other  interested  exporters 
as  much  as  possible  with  their  export  efforts;  always  referring  to  the  extreme  difficult- 
ies which  lay  within  Iraq  itself.  As  you  know  these  difficulties  have  been  exacerbated 
in  the  last  few  months. 

"I  regret  very  much  that  you  find  it  necessary  to  commit  to  paper  a  charge  of  "lack 
of  support"  from  this  Department  in  view  of  our  efforts  to  support  all  exporters  in 
what  is  recognised  to  be  a  financially  squeezed  market.  I  can  only  hope  that  you 
found  Tuesday's  meeting  of  some  assistance  to  you  and,  if  it  was  otherwise,  I  invite 
you  to  come  in  again  for  further  discussions. 

"For  the  record  the  application  from  Goodman  International  Ltd  is  not  the  only  one 
we  have  received  from  Irish  meat  exporters  for  cover  in  Iraq." 

As  of  this  point  of  time  viz  5/3/1987,  no  further  cover  was  being  granted  in  respect  of 
exports  to  Iraq  because,  as  stated  in  the  said  letter,  the  Minister  was  satisfied  "that  the 
totality  of  difficulties  facing  the  Iraqis,  reflected  in  the  non-payment  of  significant  amounts 
currently  due  to  Irish  exporters  are  such  as  to  preclude  him  from  extending  further  cover." 

At  that  stage,  the  outstanding  liability  of  the  Minister  in  respect  of  exports  to  Iraq  was 
£30m. 

In  an  internal  note  made  on  the  8th  day  of  March  1987,  Mr  Britton  noted  the  receipt  of 
this  letter  and  stated  that  he  intended  waiting  until  the  new  Minister  was  appointed  before 
taking  further  action. 
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On  receipt  of  this  note  Mr  Larry  Goodman  directed  Mr  Britton: 

"to  keep  in  touch,  keep  Goodman  International  ahead  of  other  exporters,  find  a  way 
to  achieve  this.*' 

At  this  point  of  time  Goodman  International  were  in  the  process  of  fulfilling  the  contract 
referred  to  in  Mr  Britton's  letter  to  the  Department  and  which  they  had  undertaken 
without  the  benefit  of  Export  Credit  Insurance. 

However  the  availability  of  Export  Credit  Insurance  for  this  market  viz  Iraq  was  an 
important  consideration  not  only  to  the  Goodman  Group  but  to  all  potential  exporters  of 
products  to  that  country. 

There  is  no  doubt  but  that  Goodman  International  had  over  the  years  expended  consider- 
able  effort  in  establishing  a  foothold  in  and  developing  a  market  for  the  export  of  beef  to 
the  Iraqi  market  and  had  been  successful  therein  and  in  developing  relationships  with  the 
Iraqis. 

On  the  7th  April  1987  AIBP  received  a  telex  from  The  Iraqi  Company  for  Agricultural 
Products  Marketing  (ICAPM)  one  of  the  State  bodies  in  Iraq  authorised  to  purchase  beef, 
inviting  them  to  participate  in  their  tender  2/87  for  the  purchase  of  beef  which  had  a 
closing  date  on  the  9/4/1987. 

The  tender  described  Mr  Goodman  as  the  "famous  friend  of  ICAPM" 

Anglo  Irish  Beef  Packers  (INT)  Ltd  replied  with  a  tender  offer  for  2/1987  and  as  required 
placed  a  bid  bond  in  the  sum  of  1,200,000  Deutschmarks  with  the  Rafidain  Bank. 

By  telex  dated  the  14th  April  1987,  ICAPM  requested  AIBP  to  send  their  representatives 
to  Baghdad  for  negotiation.  AIBP  confirmed  that  their  representatives  would  be  in  Bagh- 
dad by  the  25th  April  1987  and  the  offer  to  tender  was  then  extended  until  the  7th  day  of 
May  1987. 

Consequently  there  was  at  that  time  a  real  probability  of  the  successful  negotiation  of 
substantial  contracts  for  1987. 

On  the  11th  day  of  March  1987,  there  had  been  a  change  of  Government  and  Albert 
Reynolds  TD  was  appointed  Minister  for  Industry  and  Commerce  by  the  new  Taoiseach, 
Charles  J.  Haughey  TD. 

In  the  course  of  the  chapter  of  this  Report  dealing  with  the  IDA,  the  Tribunal  will  deal 
with  a  meeting  between  the  Taoiseach  and  representatives  of  the  Government,  including 
the  Minister  for  Industry  and  Commerce,  and  Messrs  Goodman  and  Britton  held  on  the 
9th  day  of  April  1987  with  regard  to  a  proposed  development  plan  for  the  Beef  Industry. 

The  question  of  Export  Credit  Insurance  for  beef  exports  to  Iraq  did  not  form  part  of 
that  discussion  but  when  the  business  of  that  meeting  was  concluded,  Mr  Goodman  availed 
of  the  opportunity  to  discuss  it  with  the  Minister  for  Industry  and  Commerce. 
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This  was  a  short,  general  discussion  and  the  Minister  agreed  to  look  into  the  matter  but 
did  not  give  any  commitment  to  re-introduce  it  or  to  make  it  available  to  Goodman 
International 

On  the  13th  of  April  1987  a  "Note  for  Minister's  Information  on  Export  Credit  Insurance 
for  Iraq"  was  prepared  and  a  copy  given  to  the  Minister,  Mr  Reynolds  TD. 

This  Note  for  Minister's  Information  referred  to  the  outstanding  liability  of  IR£30m  then 
existing  at  the  time  of  the  previous  Minister's  decision  made  in  February,  1987  and  to  the 
payment  of  $1,994,685  to  Dantean  International  Ltd  (Hibernia  Meats)  and  US$4m  to 
Nenagh  Chilled  Meats  Ltd  (Anglo  Irish)  subsequent  to  the  making  of  that  decision. 

It  pointed  out  that  applications  for  Export  Credit  Insurance  then  current  amounted  to 
approximately  IR£30m  and  included  an  application  from  Anglo  Irish  Meats  for  IR£20m 
and  from  Dantean  Meats  for  $2m,  which  applications  had  been  lodged  with  the  Depart- 
ment in  1986. 

The  note  concluded  with  the  following  recommendations:— 

"Despite  the  recent  payments  by  the  Iraqis  and  the  reduction  in  the  States  exposure 
to  IR£24m,  the  amounts  overdue  i.e.  IR£5m  and  the  amounts  due  to  arise  for  payment 
before  end  June,  1987  i.e.  IR£2.5m  are  considerable.  It  is  recommended  therefore 
that  the  current  policy  on  Iraq  i.e.  no  further  cover,  should  be  continued  for  the 
present.  Developments  on  payments  from  Iraq  will  be  monitored  closely.  If  the  pay- 
ment record  improves  substantially  the  question  of  further  cover  can  be  reconsidered 
again". 

This  was,  in  effect,  a  reiteration  of  the  views  expressed  to  and  recommendations  made  to 
the  previous  Minister  Michael  Noonan  TD. 

The  Minister  for  Industry  and  Commerce  directed  his  officials  to  meet  with  representat- 
ives of  Goodman  International  to  discuss  with  them  the  facilities  which  he  was  contemplat- 
ing making  available  to  them  under  the  Export  Credit  Insurance  Scheme  for  the  export 
of  beef  to  Iraq. 

His  approach  to  the  re-introduction  of  the  Scheme  was  extremely  cautious  and  he  contem- 
plated the  giving  of  cover  in  respect  of  J  of  the  amount  of  the  contract  with  the  company 
carrying  \  and  its  bankers  J. 

On  the  16th  of  April,  1987  a  meeting  was  held  between  Mr  T.  J.  O'Reilly  and  Mr  Fergus 
Walsh  of  the  Department  of  Industry  and  Commerce  and  Mr  Brian  Britton  representing 
Anglo  Irish  Meats. 

During  the  meeting  Ted  O'Reilly  informed  Brian  Britton:— 

"a)  that  the  Minister  had  decided  that  Anglo-Irish  Meats  would  be  given  some  facilit- 
ies in  the  Export  Credit  Insurance  Scheme  for  trade  in  beef  with  Iraq. 

b)  that  the  Minister  had  directed  a  meeting  would  take  place  to  explore  the  present 
situation. 
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c)  that  the  Minister  was  prepared  to  consider  facilitating  Anglo-Irish  for  one  third 
of  their  contract  value. 

d)  that  the  Minister  thought  that  the  Department  should  be  prepared  to  speak  to 
Anglo-Irish  bankers  to  assume  a  further  one  third  on  the  exposure  of  Anglo- 
Irish's  contract. 

e)  that  following  his  Minister's  direction  he  was  anxious  to  see  to  what  extent  the 
Department  could  be  of  help. 

f)  requested  whether  Anglo-Irish  exported  live  cattle  to  any  country  abroad. 

g)  requested  whether  Anglo-Irish  Meats  imported  cattie  or  meat  with  a  view  to 
subsequently  exporting  such  produce." 

Mr  Britton's  response  to  this  was: 

"a)  Anglo-Irish  did  not  export  live  cattle  to  any  destination; 
b)  their  export  business  was  solely  meat;" 

That  the  only  circumstance  in  which  Anglo-Irish  imported  beef  with  a  view  to  its  sub- 
sequent export  from  Ireland  were:— 

"i)  where  the  import  of  already  prepared  and  dressed  cuts  of  meat  to  make  up  an 
order  for  export  which  was  incomplete;  and 

ii)  the  import  of  unprepared  meat  which  was  subsequently  prepared  and  dressed  for 
export;" 

But  he  added  that  this  formed  a  very  small  percentage  of  Anglo-Irish's  total  meat  exports. 

Brian  Britton  went  on  to  outline  the  history  of  the  company's  trade  with  Iraq  and  in 
particular  confirmed  that  apart  from  one  payment  of  £1.324  million  which  was  due  on  the 
30th  of  April  1987  that  all  other  sums  due  on  the  $18  million  dollar  contract  shipped 
between  September  1985  and  April  1986  had  been  remitted  to  the  company.  He  explained 
that  the  Export  Credit  Insurance  Scheme  had  covered  $4m  of  that  contract  and  this  expo- 
sure had  been  cleared.  Mr  O'Reilly  accepted  that  this  demonstrated  a  good  relationship 
between  the  Goodman  company  and  the  Iraqis. 

Mr  Britton  then  indicated  that  the  1986/1987  contract  was  for  US$28  million  but  that  no 
Export  Credit  Insurance  had  been  given  by  the  Minister  in  respect  of  that  contract  and 
that  Anglo-Irish's  banks  had  been  unwilling  to  carry  any  portion  of  the  risk  either.  Despite 
this  the  company  had  gone  ahead  with  the  contract  and  carried  the  full  risk  themselves 
with  shipments  commencing  in  September  1986. 

As  of  16th  April  1987  $22  million  of  the  $28  million  contract  had  been  shipped,  and  it  was 
anticipated  that  the  shipping  of  the  product  due  on  foot  of  the  contract  would  be  com- 
pleted within  4  weeks  of  the  16th  of  April  1987.  He  explained  that  payment  was  on  one 
year  irrevocable  letter  of  credit  and  the  payments  therefore  would  become  due  in  Sep- 
tember 1987.  The  company  was  not  seeking  retrospective  cover  on  the  $22  million  that 
was  already  shipped  nor  on  the  balance  of  the  $6  million  but  he  was  seeking  State  support 
in  respect  of  a  new  contract  for  which  the  company  was  now  tendering. 
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This  contract  was  for  a  value  of  between  US$32  million  and  US$35  million  with  shipments 
commencing  in  September  1987.  The  company  was  not  prepared  to  carry  the  full  risk.  He 
argued  that  full  Export  Credit  Insurance  should  be  allowed  emphasising  the  following:- 

"a)  the  company  had  an  excellent  payment  record  to  date  in  Iraq  with  no  overdue 
payments; 

b)  the  company  had  shown  its  own  faith  in  the  market  by  carrying  the  full  $28m 
exposure  on  the  previous  contract; 

c)  the  company  employed  1,500  people  and  that  the  new  contract  is  important  to 
maintain  employment  at  that  level; 

d)  the  companies  exports  were  of  the  order  of  4%  of  Ireland's  total  exports  and  as 
such  the  company  should  be  encouraged  whenever  possible; 

e)  the  company's  exports  had  helped  the  cattle  industry  in  Ireland; 

f)  the  company  would  be  obliged  to  put  up  a  bid-bond  of  5%  of  the  contract  value 
when  tendering  and  if  the  contract  is  secured  a  10%  performance  bond  would 
then  have  to  be  put  in  place  by  the  company;  the  fact  that  the  company  were 
prepared  to  do  this  without  seeking  cover  for  either  bond  was  a  further  indication 
of  their  confidence  in  the  market  as  it  constituted  a  further  exposure  on  the 
company; 

g)  that  in  the  country's  interests  the  market  should  be  maintained  by  the  export  of 
beef  to  Iraq.  The  French,  who  are  also  bidding  and  who  had  a  considerable  share 
in  the  market  had  the  full  support  of  the  French  Government/1 

In  reply  to  these  arguments  Ted  O'Reilly  proposed; 

"(i)  that  cover  be  made  available  on  one-third  of  the  new  contract  value  estimated 
at  $11  million  US  approximately; 

(ii)  that  the  balance  of  the  cover  be  carried  one-third  by  the  company  and  one-third 
by  Anglo-Irish  Banks; 

(iii)  that  the  Department  would  exhort  the  companies'  banks  to  assume  one-third  of 
the  risk; 

(iv)  that  the  Department  would  not  give  any  letter  of  guarantees,  or  letter  of  comfort 
to  the  banks  in  respect  of  any  exposure  that  they  took  on  board;" 

Mr  O'Reilly  noted  that  the  cover  now  being  sought  by  the  company  would  not  be  required 
until  September  of  1987  when  shipments  would  commence. 

This  offer  was  tentatively  welcomed  by  the  company  and  this  offer  was  to  become  a  matter 
of  further  negotiations  when  an  overall  package  was  being  put  together. 


At  was  made  clear  at  this  time  by  the  representatives  of  the  Minister  that  Goodman  Inter 
national  should  not  give  the  impression  to  other  exporters  that  the  Department  was  open 
for  Export  Credit  Insurance  to  Iraq. 
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The  meeting  concluded  with  the  Department  indicating  that  it  would  confirm  its  offer  in 
writing.  However,  there  were  no  further  negotiations  between  the  Department  officials 
and  representatives  of  Goodman  International  with  regard  to  this  proposal. 

Following  the  meeting  on  the  16th  of  April  1987,  the  Minister  discussed  with  his  officials 
the  question  of  providing  Export  Credit  Insurance  Cover  for  Iraq.  Arising  from  the  discus- 
sion and  having  assessed  the  information  available  to  him  the  Minister  directed  that 
Export  Credit  Insurance  Scheme  was  to  be  made  available  to  all  exporters  for  all  exports 
to  Iraq  subject  to  the  following  conditions:— 

a)  that  cover  was  to  be  made  available  up  to  the  ceiling  of  £45  million; 

b)  that  a  pragmatic  approach  was  to  be  adopted  in  the  allocation  of  the  cover  and 
that  companies  which  already  had  payments  overdue  from  Iraq  should  be  given 
no  further  cover  until  amounts  overdue  had  been  cleared; 

c)  that  in  the  specific  case  of  Anglo-Irish  Meats  we  should  offer  to  cover  one-third 
of  the  proposed  contract,  with  the  banks  and  Anglo-Irish  carrying  one-third  each 
also; 

d)  that  proposals  for  providing  cover  to  Iraq  be  devised  on  the  above  basis; 

The  ceiling  of  £45m  included  a  sum  of  £10m  which  had  been  allocated  to  the  PARC 
Hospital  project 

At  this  time  the  Departments'  exposure  to  Iraq  was  £14  million  which  meant  that  there 
was  a  further  £21  million  available.  The  proposed  contract  for  Anglo-Irish  was  somewhere 
in  the  region  of  US$33  to  US$35  million  and  by  the  Department's  calculation  it  left 
approximately  £11  million  which  could  be  made  available  to  other  applicants,  (i.e., 
allowing  £10  million  for  the  Anglo-Irish  contract). 

From  a  Department  minute  bearing  date  the  30th  of  April  1987,  prepared  by  Mr  Kilroy 
at  that  time  excluding  Anglo-Irish  Meats,  and  PARC  (a  hospital  concern),  there  were 
applicants  in  respect  of  alleged  contracts  of  £11.5  million  approximately  and  allowing  75% 
cover  meant  a  commitment  of  IR£8.5  million.  These  applicants  were  mainly  non-beef 
exporters  with  one  beef  exporter  Dantean  Meats  (part  of  the  Hibernia  Meats  Group) 
seeking  cover  on  a  £2.4m.  contract. 

One  of  the  directives  of  the  Minister  at  this  time  was  that  cover  was  not  to  be  given  to 
exporters  where  amounts  were  currently  overdue  to  the  company.  This  particularly  affec- 
ted two  companies,  one  of  which  was  in  the  beef  sector,  Dantean  International  Ltd  (part 
of  the  Hibernia  Group)  were  overdue  on  £5.2  million. 

Mr  Kilroy,  in  his  minute,  recommended  that  the  Department  proceed  to  offer  cover  to 
the  five  "acceptable"  applicants  to  a  total  sum  of  £3.4m.  These  five  were  not  beef 
exporters  and  the  other  non-beef  companies  owed  money.  Mr  Kilroy  further  recom- 
mended that  Dantean  be  advised  uf  the  new  situation  and  that  they  be  encouraged  to 
pursue  recovery  of  overdue  payments.  He  furthci  recommended  that  a  sum  of  £5m.  cover 
be  retained  for  a  period  of  three  months,  so  that  it  would  be  available  to  the  two  compan- 
ies should  the  repayments  happen.  In  all  cases  Mr  Kilroy  was  proposing  a  maximum  credit 
period  of  12  months. 
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The  Department  in  implementing  the  directive  of  the  Minister:— 

(a)  undertook  to  provide  Anglo  Irish  Meats  with  £10m.  approximately  in  cover  i.e., 
|  of  the  latest  Anglo  Irish  contract  for  US$33/US$35m. 

(b)  make  available  to  the  five  "approved"  non-beef  applicants  £3.4m.  in  Export 
Credit  Insurance  and  provide  a  sum  of  £2.5m.  for  other  applicants  as  received 
under  the  Export  Credit  Insurance  Cover  Scheme;  and; 

(c)  rather  than  shut  the  door  on  the  two  companies  that  had  sought  facilities  under 
the  Export  Credit  Insurance  Scheme  and  for  whom  money  was  overdue  decided 
that  they  would  allow  the  facility  to  be  taken  up  if  the  monies  outstanding  were 
repaid  within  three  months. 

The  reasons  given  for  taking  up  this  position  were: — 

a)  that  Dantean  Meats  might  otherwise  claim  that  Anglo-Irish  were  getting 
unjustified  favourable  treatment;  and; 

b)  that  (non-beef  company)  has  a  long  history  of  doing  business  with  Iraq  and  the 
Department  was  anxious  that  this  market  share  should  not  be  lost 

In  evidence  Mr  Reynolds  said: — 

"The  reintroduction  of  Export  Credit  is  a  decision  within  the  statutory  authority  of 
the  Minister  for  Industry  and  Commerce,  and,  I  didn't  discuss  it  with  any  of  them 
before  I  reintroduced  it.  I  carried  out  my  own  evaluation  and  I  made  my  decision.  I 
did  not  make  Members  of  the  Government  aware  that  I  had  reintroduced  it  at  that 
particular  time.  So  far  as  informing  other  traders  was  concerned  I  view  my  position 
as  Minister  for  Industry  and  Commerce  as  the  person  who  makes  a  decision,  and 
makes  the  policies,  and  the  Department  Officials  carry  out  the  policies  and  the 
decisions." 

The  Minister  elaborated  on  his  reasons  in  evidence  as  follows; 

"My  reasoning  for  offering  the  restricted  cover  was  that  I  was  taking  into  account  the 
advice  given  to  me  by  the  Department  and  indeed  it  was  a  question  of  trying  to  strike 
the  right  balance  and  in  any  situation  that  you  are  going  into,  new  or  uncharted 
waters,  you  put  your  toe  in  the  water  first  and  find  out  what  it  is  like  and  you  go  on 
from  there.  There  was  a  two-pronged  approach  to  the  Iraq  market.  One  was  for 
beef,  6  million  and  the  other  was  for  the  smaller  companies,  clothing  and  food  and 
pharmaceutical  companies,  because  they  needed  support  as  well  It  was  restricted  in 
that  manner  and  lets  see  how  they  performed.  You  let  the  policy  develop  and  change 
it  along  the  way  if  changes  were  needed,  that  is  always  my  view.  So  far  as  Hibernia 
was  concerned,  unlike  AIBP,  who  had  an  outstanding  track  record,  that  never  had  a 
default  in  payments,  they  never  cost  money  for  the  Department,  Hibernia  had  money 
outstanding  and  I  said,  cover  shouldn't  be  extended  until  a  payments  record  improved 
in  that  area.  It  was  one  of  the  conditions  I  laid  down  when  I  reintroduced  it  and  that 
was  the  position  with  Hibernia  Meats." 
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In  May  1987,  Mr  Oliver  Murphy,  Managing  Director  of  Hibernia  Meats  Ltd  met  with  Mr 
Ray  Mac  Sharry,  the  then  Minister  for  Finance,  and  made  representations  to  him  with 
regard  to  Export  Credit  Insurance  and  this  meeting  was  followed  by  a  letter  dated  19th 
May  1987,  which  was  as  follows: 

"Re:  Export  Credit  Insurance. 

"Dear  Minister, 

"Thank  you  for  meeting  me  last  Thursday  at  such  short  notice  —  I  found  our  meeting 
very  worthwhile. 

"As  I  mentioned  I  consider  that  a  more  comprehensive  Export  Credit  Insurance 
Scheme  would  be  attractive  to  meat  exporters  —  and,  indeed,  to  all  Irish  exporters. 
As  you  are  aware  the  Scheme  is  currently  operated  by  the  Insurance  Corporation  of 
Ireland  (Id)  on  behalf  of  the  Department  of  Industry  and  Commerce. 

"We  are  currently  in  negotiations  with  the  Iraqi  State  purchasing  organisation  for  an 
order  worth  20  million  US  Dollars.  The  Iraqi  authorities  are  currently  seeking  credit 
facilities  for  two  years  but  I  believe  we  can  negotiate  this  to  a  single  year's  credit 
facility.  I  have  been  in  virtual  constant  communication  with  the  ICI  and  am  informed 
that  they  are  not  in  a  position  to  offer  facilities  over  and  above  their  present  exposure 
to  Iraq.  I  understand  any  change  in  this  position  would  require  Government  approval. 

"You  are  fully  aware  of  recent  reforms  in  the  EEC  Beef  Regime  and  the  likelihood 
of  further  undermining  of  the  price  support  mechanisms.  This  contract  which  we  are 
in  a  position  to  finalise  with  the  Iraqi  authorities  would  be  of  great  benefit  in  sup- 
porting Irish  producer  prices  later  in  the  year  and  would  considerably  compensate  for 
reduced  supports  from  Brussels.  The  proposed  contract  with  Iraq  is  for  boneless  beef 
so  it  also  has  the  greatest  added  value  and  employment  factors. 

"The  current  Export  Insurance  Scheme  covers  only  75%  of  the  risk  and  this  should 
be  increased  to  cover  95%  of  the  risk  as  it  is  not  possible  to  get  banking  confirmation 
of  a  letter  of  credit  even  for  25%  I  think  you  will  agree  —  considering  the  margin 
the  meat  industry  operates  on  —  that  it  is  not  reasonable  or  possible  for  a  company 
to  carry  25%  of  the  exposure. 

"As  the  Iraqi  authorities  will  be  finalising  their  purchasing  requirements  in  the  course 
of  the  next  four  weeks  it  is  very  important  that  the  position  be  reviewed  without 
delay.  Subject  to  the  availability  of  credit  insurance  facilities  I  am  confident  we  can 
successfully  conclude  this  contract. 

"I  can  assure  you  that  we  have  exhausted  all  commercial  banking  possibilities  in  order 
to  execute  this  contract  —  however  they  are  not  prepared  to  co-operate  unless  they 
are  covered  by  the  scheme. 

"I  would  appreciate  if  you  could  arrange  to  have  the  current  position  relating  to  Iraq 
reviewed  as  a  matter  of  urgency  —  also  the  question  of  cover  for  95%  of  the  risk.  In 
the  medium  term  the  question  of  a  more  comprehensive  scheme  might  be  looked  at 
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as  I  am  satisfied  that  it  would  be  of  major  assistance  in  increasing  the  volume  of  Irish 
exports." 

A  copy  of  this  letter  was  forwarded  to  the  Minister  for  Industry  and  Commerce  on  the 
25th  May  1987. 

On  the  10th  day  of  June  1987  the  Department  of  Industry  and  Commerce  informed  ICI 
as  follows:— 

"COVER  FOR  EXPORTS  TO  IRAQ 

We  have  now  received  ministerial  approval  for  provision  of  further  Export  Credit 
Insurance  for  Iraq.  The  following  are  the  details  of  cover  to  be  provided:— 

1.  Conditions  to  apply  generally: — 

(A)  All  insurance  for  Iraq  remains  categorised  as  No.  2  a/c  business. 

(B)  No  commission  shall  be  payable  to  intermediaries  for  this  business. 

(C)  Full  premium  is  payable  before  provision  of  Insurance/Finance. 

(D)  All  shipments  to  be  secured  by  IL/C  issued  by  Central  Bank  of  Iraq. 

(E)  Insurance  to  be  restricted  to  political  risk  only. 

(F)  Insurance  and  guarantees  may  not  be  revolved  i.e.  cover  must  relate  to  named 
shipments,  total  value  not  exceeding  contract  values  specified  below. 

(G)  ICI  may  take  15%  admin  fee  and  5%  profit  margin  on  this  business  based  on 
one  quarter  of  the  premium  rate  charged  in  each  case. 

2.  Cover  may  be  offered  to  the  following  companies  on  the  following  terms: — 

(A)  70%  Cover 

(B)  Maximum  credit  period  of  1  year 

(C)  Claims  waiting  period  of  1  year 

(D)  Premium  of  4% 


62 


Chapter  Six 


Company  Name 

Contract  Value 

IR£  Exch  Rate 
(Approx) 

Wyeth  Ltd 

USD  4M 

1.48 

IRE2.7M 

IRE1.89M 

Glenabbey  Ltd 

Stg£67,000 

0,90 

IRE74.500 

IRE52.150 

Johnson  Wellscreens 

Stg£29(000 

0.90 

IRE32.500 

IRE22.750 

Medisco  Ltd 

Stg£1 8,000 

090 

IRE20.000 

IRE14.000 

Manford  Clothing 

USD1.2M 

0.90 

IRE0.81M 

IRE0.567M 

Wilson  &  McBroinn 

Stg2M 

0.90 

IRE2.23M 

IRE1.561M 

Lastra 

IRE1M 

IRE1M 

IBE0  7M 

CS  Laird 

Stg£1 2,000 

0.90 

IRE13.500 

IRE9.450 

Antigen 

Stg£350.000 

0.90 

IRE389.000 

IRE272.300 

3.  Anglo  Irish  Meats  have  received  a  commitment  to  cover  up  to  a  maximum  of 
IR£10  million.  This  will  not  be  taken  up  until  September  1987.  Terms  of  cover 
have  yet  to  be  agreed.  ICI  take  no  action  for  present/* 

On  the  17th  day  of  June  1987,  and  by  letter  of  that  date,  Hibernia  Meats  Ltd  sought  from 
the  Insurance  Corporation  of  Ireland  cover  for  a  two  year  period  of  contracts  valued  at 
$46m  which  the  Company  was  negotiating  with  the  Iraqi  purchasing  agencies. 

By  letter  dated  the  9th  July  1987  the  Minister  for  Industry  and  Commerce  replied  to  the 
Minister  for  Finance  as  follows:— 

"I  refer  again  to  your  representations  of  25  May,  1987  on  behalf  of  Mr  Oliver  Murphy, 
M.D.,  Hibernia  Meats  Ltd  about  export  credit  insurance  for  Iraq  and,  in  particular, 
the  question  of  increasing  the  cover  from  75%  to  95%. 

"The  position  is  that  Government  Decision  S.15005B  of  17  June,  1983  specified  cover 
at  75%.  In  a  re-assessment  of  the  situation  which  I  did  in  May  this  year  I  decided 
that  the  risk  was  such  that  cover  should  be  reduced  from  75%  to  70%.  Moreover  I 
also  decided  that  cover  was  not  to  be  given  to  any  exporter  who  was  not  getting  paid 
debts  due  from  Iraq. 

"An  entity,  Dantean  International  Ltd,  which  is  part  of  the  Hibernia  Meats  Group, 
have  outstanding  insured  debts  of  US  $6.8m  due  from  Iraq.  If  these  debts  remain 
unpaid  the  Exchequer  will  be  faced  with  claims  of  IR  £3. 5m.  in  the  period  August  — 
December,  1987. 

Mr  Murphy's  letter  to  you  of  19  May,  1987  refers  to  an  order  of  US  $20m.  but  a  later 
letter  of  17  June,  1987  to  ICI  from  Mr  Murphy  mentions  an  order  of  US  $46m.  While 
it  is  most  probable  that  I  could  not  consider  cover  for  an  order  in  that  sum  the  best 
that  I  can  do  is  to  say  that  if  Dantean  were  fully  paid  I  would  be  prepared  to  look 
again  at  the  matter,  However,  it  must  be  clearly  understood  by  all  concerned  that  in 
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the  light  of  the  decisions  mentioned  above  there  are  no  circumstance  in  which  cover 
of  95%  —  the  basic  request  of  Mr  Murphy  to  you  —  could  be  given. 

I  enclose  for  your  personal  information  a  note  about  the  situation  on  Iraq." 

The  note  referred  to  in  the  said  letter  was  as  follows: — 

"The  background  to  this  matter  is  that  in  the  years  to  the  beginning  of  1986,  the 
overall  limit  on  the  amount  of  export  credit  which  was  provided  for  the  Iraqi  market 
was  periodically  increased.  In  February,  1987  the  limit  stood  at  IR  £70m.  However, 
in  May  1986  the  then  Minister  decided  to  suspend  further  provision  of  cover  when  it 
became  clear  that  the  fall  in  oil  prices  was  severely  affecting  Iraq's  ability  to  pay  for 
its  imports.  Iraq  was  defaulting  on  debts  owed,  it  was  seeking  to  reschedule  major 
debts  which  previously  had  already  been  rescheduled  and  payment  delays  were  begin- 
ning to  arise  for  Irish  exporters.  At  that  time,  our  level  of  exposure  stood  at  £30m. 

"Since  then  it  was  generally  accepted  that  exposure  for  Iraq  should  be  gradually 
reduced.  The  matter  was  reviewed  in  May  this  year  when  our  total  exposure  stood  at 
£12m.  It  was  decided  to  re-open  insurance  cover  for  Iraq  up  to  a  maximum  limit  of 
£35m.  Moreover,  cover  was  to  be  extended  only  on  very  stringent  terms  —  (i)  pre- 
mium considerably  in  excess  of  the  norm,  (ii)  cover  for  a  maximum  of  70%  of  con- 
tract, (iii)  credit  period  maximum  of  one  year  and  (iv)  a  claims  waiting  period  of  1 
year.  In  addition,  cover  would  only  be  provided  to  exporters  who  have  a  current 
record  of  getting  paid  in  Iraq, 

Existing  liabilities  and  the  new  offers  of  cover  now  puts  our  exposure  at  £30m." 

and  represented  the  view  of  the  Minister  for  Industry  and  Commerce  with  regard  to  the 
provision  of  Export  Credit  Insurance  in  respect  of  exports  to  Iraq  at  that  time,  which  was 
that:— 

"(i)  Export  Credit  Insurance  in  respect  of  exports  to  Iraq  should  be  subject  to  a  max- 
imum limit  of  £35m: 

(ii)  such  cover  was  to  be  extended  only  on  very  stringent  terms  viz 

(a)  the  premium  should  be  considerably  in  excess  of  the  norm 

(b)  the  cover  would  be  for  a  maximum  of  one  year 

(c)  there  should  be  a  claims  waiting  period  of  1  year,  and 

(d)  cover  would  only  be  provided  to  exporters  who  had  a  current  record  of  getting 
paid  in  Iraq." 

The  decisions  in  this  regard  had  been  taken  by  the  Minister  for  Industry  and  Commerce 
in  spite  of  the  recommendation  of  the  Department  contained  in  the  Memorandum  dated 
the  13th  day  of  April  1987  that  the  then  "current  policy  on  Iraq  i.e.  no  further  cover, 
should  be  continued  for  the  present"  but  in  view  of  the  stringent  conditions  imposed  by 
turn,  the  Minister  for  Industry  and  Commerce  obviously  had  regard  to  the  recommenda- 
tion hereinbefore  referred  to  and  considered  that  Export  Credit  Insurance  in  respect  of 
eef  exPorts  t0  Iraq  should  be  granted  in  a  very  limited  and  restricted  basis. 
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While  the  discussions  between  Mr  Ted  O'Reilly  and  Mr  Brian  Britton  held  on  the  16th 
April  1987  had  related  to  a  proposed  contract  for  approximately  US$32m./  US$35m.  the 
situation,  in  Baghdad,  was  rapidly  changing  and  as  a  result,  the  negotiations  envisaged 
never  took  place. 

At  the  invitation  of  the  Iraqi  buyers,  Mr  Laurence  Goodman  had  returned  to  Baghdad  to 
resume  negotiations  in  connection  with  the  contract  2/1987. 

These  resumed  negotiations  were  successful  and  on  the  6th  day  of  May  1987  he  telexed 
his  Secretary  with  the  following  message; — 

"Pis.  contact  Brian  with  following  message: — 

"He  is  to  phone  Albert  Reynolds,  at  home  if  necessary,  and  before  next  cabinet 
meeting  as  we  understand  Gov  Decision  will  be  given  on  his  proposal  to  open  up  and 
increase  facility  for  Iraq.  Advise  A.R.  that  we  will  require  a  very  substantial  amount 
for  here,  i.e.,  if  they  are  to  give  50%.  We  will  require  50m  or  if  it  is  33%  we  will 
require  33m  advise  A.R.  that  I  will  contact  him  immediately  on  my  return.  Suggest 
Brian  diplomatically  remind  A.  R.  of  discussion  with  me  on  restricting  cover  to  us  as 
the  only  continuous  supplier  to  this  market. 

"It  is  of  critical  importance  that  Brian  contact  A.  R.  today  (Wed)  re.  above.  A.R, 
telephone  nos.  are  as  follows: — 

(i)  Dublin  (Flat) 

(ii)  Office  (Longford)   

(iii)  Home 

It  is  clear  from  the  terms  of  this  telex  that  Mr  Goodman  believed  that  the  Minister  for 
Industry  &  Commerce  proposed  to  open  up  and  increase  Export  Credit  Insurance  in 
respect  of  beef  exports  to  Iraq  and  that  he  should,  at  the  earliest  possible  opportunity,  be 
advised  that  Goodman  International  would  "require  a  very  substantial  amount"  for  Iraq. 

It  is  clear  also  that  he  was  at  that  time  confident  that  the  value  of  the  contract  which  he 
had  negotiated  would  be  in  the  region  of  £  100m  because  he  stated  that  if  the  Government 
were  to  cover  50%  of  the  contract,  they  would  require  £50m.  or  if  they  were  to  cover 
33%,  they  would  require  £33m. 

It  is  also  clear  that  he  had  previously  discussed  with  the  Minister,  the  possibility  of 
restricting  cover  to  Goodman  International  "as  the  only  continuous  supplier  to  the 
market". 

On  receipt  of  this  message  Mr  Britton  endeavoured  to  contact  the  Minister  for  Industry 
and  Commerce  but  due  to  his  unavailability  was  unable  to  do  so. 

Mr  Britton  prepared  and  left  a  memo  for  Mr  Goodman,  on  his  return  from  Iraq,  advising 
him  of  his  failure  to  contact  the  Minister  and  stated: — 

"As  he  has  been  out  of  the  country  until  now  I  obviously  couldn't  speak  to  him.  Now 
that  you  are  back  in  the  country  and  because  of  the  delicacy  of  the  matter  discussed 
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by  you  with  him,  regarding  restricting  Iraqi  cover  to  us  as  the  only  supplier,  I  have 
left  a  message  for  Albert  Reynolds  to  ring  you  at  home  over  the  weekend.  When  his 
Private  Secretary  asked  me  for  your  number  I  declined  to  give  it  to  him  because  of 
confidentiality  but  intimated  to  him  that  I  believed  that  Albert  Reynolds  already  had 
it.  If  he  cannot  get  you  I  have  taken  the  precaution  of  aiso  leaving  my  home  number 
with  his  Secretary. 

Contact  me  at  home,  if  you  would  like  to  discuss  this." 

In  spite  of  the  urgency  expressed  in  this  exchange,  neither  the  Minister  for  Industry  & 
Commerce  nor  Mr  Goodman  have  any  recollection  of  any  contact  made  or  meeting  held 
on  the  weekend  subsequent  to  that  message. 

On  the  13th  day  of  May  1987,  the  Minister  for  Industry  and  Commerce,  met  with  Mr 
Britton  and  there  was  a  discussion  with  regard  to  various  aspects  of  the  I.D.A.  Develop- 
ment Plan  and  further  meetings  were  held  with  Mr  Goodman  and  Mr  Britton  at  which 
the  same  project  was  discussed  on  the  19th  day  of  May  1987  and  on  the  21st  day  of  May 
1987. 

While  the  main  purpose  of  these  meetings  related  to  various  aspects  of  the  negotiations 
between  the  I.D.A.  and  Goodman  International  and  difficulties  arising  out  of  the  negoti- 
ations in  progress,  the  Minister,  while  having  no  specific  recollection  of  the  details,  stated 
that:— 

"I  have  little  doubt  that  any  opportunity  they  got  they  would  be  bringing  me  up  to 
date  on  how  their  negotiations  were  going  on  in  Iraq  because  they  are  constantly 
over  and  back  and  you  know,  had  a  strong  presence  there  and  I  have  no  doubt  at 
any  meeting  they  would  be,  I  expect  to  be  appraising  me  of  the  progress  they  were 
making  in  that  particular  area/'  (T.133A  —  Q.  99.) 

It  is  most  unlikely  that  having  been  successful  in  negotiating  the  largest  contract  for  the 
export  of  beef  from  this  State  with  a  potential  value  of  £100m  that  Mr  Goodman  would 
not  have  so  informed  the  Minister  and  given  particulars  of  the  Export  Credit  Insurance 
required  which  was  considerably  in  excess  of  that  previously  indicated. 

When  Mr  Goodman  had  left  Baghdad  in  May  1987  he  believed  that  he  had  concluded  a 
contract  with  ICAPM  for  the  supply  of  30,000  tonnes  of  boneless  beef  together  with  the 
possibility  of  a  further  10,000  tonnes. 

However  before  the  contract  was  actually  signed,  a  change  of  circumstances  had  occurred 
in  Baghdad.  A  substantial  part  of  the  responsibilities  of  ICAPM,  with  whom  Mr  Goodman 
had  been  engaged  in  negotiations,  had  been  transferred  to  another  Iraqi  State  Company 
entitled  The  State  Organisation  for  Grain  and  Foodstuff  Trading  (SOGFT). 

As  recorded  by  Ambassador  McCabc. 

"In  mid  June  when  Aidan  Connor  arrived  to  conduct  the  final  stage  of  negotiations 
with  ICAPM  it  became  apparent  that  a  substantial  part  of  that  had  been  transferred 
to  the  State  Organisation  for  Grain  and  Foodstuff  Trading,  and  that  he  was  going  to 
have  to  negotiate  with  both  enterprises.  The  Embassy  assisted  in  briefing  Mr  Connor 
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on  the  implications  of  this  changed  situation  and  indeed  while  the  final  negotiations 
were  underway  the  Embassy  was  in  touch  with  the  two  enterprises  to  make  it  clear 
that  Goodman  International  had  the  support  of  the  Embassy.  For  at  all  stages  Good- 
man International  were  advised  of  the  problematic  payment  situation  in  Iraq  and  the 
importance  of  adequate  Export  Insurance  Cover.  The  Ambassador  also  makes  it  clear 
that  since  the  Embassy  opened  that  they  had  given  such  logistical  help  as  could  be 
given  to  the  company  during  visits  by  its  representatives  and  in  particular  in  discus- 
sions with  the  Minister  for  Agriculture  and  Trade  here  earlier,  the  Ambassador  made 
it  clear  our  support  for  the  company  activities  in  Iraq." 

On  the  15th  day  of  June  1987  Mr  Goodman  met  the  Taoiseach  Charles  J  Haughey  TD  in 
connection  with  the  I.D.A.  Development  Plan  and  both  say  that  they  did  not  discuss 
the  question  of  Export  Credit  Insurance  or  the  state  of  the  contract  being  negotiated  in 
Baghdad. 

On  the  26th  day  of  June  1987  the  powers  of  the  Minister  for  Industry  and  Commerce 
under  the  Insurance  Acts  were  by  order  delegated  to  the  Minister  for  Trade  &  Marketing 
Seamus  Brennan  TD  but  by  virtue  of  the  terms  of  Section  2  (1)  of  the  Ministers  and 
Secretaries  (Amendment  No.  2)  Act  1977,  the  powers  which  had  been  delegated  also 
remained  vested  in  the  Minister  for  Industry  and  Commerce  who,  in  fact,  continued  to 
exercise  these  powers  in  relation  to  the  allocation  of  Export  Credit  Insurance  for  exports 
to  Iraq. 

On  the  2nd  day  of  July  1987  Anglo  Irish  Beef  Processors  International  Limited 
(hereinafter  referred  to  as  AIBP)  signed  a  contract  for  the  export  of  beef  to  Iraq  with  a 
total  value  of  $134,500,000.  This  contract  was  the  largest  ever  negotiated  by  the  Goodman 
Group  and  as  stated  by  Brian  Britton,  the  Financial  Controller  of  the  Group,  was  of  such 
a  scale  that  it  was  imperative  "that  the  Group  continue  its  prudent  policy  of  arranging 
Export  Credit  cover  for  all  such  foreign  receipts." 

On  the  8th  day  of  July  1987  Lawrence  Goodman  met  the  Minister  for  Industry  and  Com- 
merce. According  to  the  Minister's  evidence,  it  was  for  the  purpose  of  "updating  him  in 
relation  to  Export  Credit  Insurance"  but  he  was  also  keen  on  discussing  other  matters 
such  as  the  re-designation  of  County  Louth  and  the  obtaining  of  F.E.O.G.A  grants  in 
relation  to  the  Development  Plan. 

The  Minister  however  has  no  clear  recollection  as  to  whether  Mr  Goodman  informed  him 
of  the  nature  and  extent  of  the  contract. 

On  the  14th  day  of  July  1987  Mr  Goodman  met  with  the  Taoiseach  Charles  J  Haughey 
TD. 

Mr  Haughey  stated  that  he  had  no  recollection  of  discussing  Export  Credit  Insurance  with 
Mr  Goodman  and  in  particular  and  more  specifically,  had  no  recollection  whatsoever  of 
having  been  informed  by  Mr  Goodman  about  the  recent  signing  of  the  $  134.5m  contract. 

Mr  Goodman  stated  that  he  would  have  discussed  all  matters  that  were  of  importance  to 
him  whenever  he  got  the  opportunity  but  had  no  clear  recollection  of  discussing  Export 
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Credit  Insurance  with  the  Taoiseach  on  any  specific  occasion  but  emphasised  that  he 
would  have  discussed  it  whenever  he  got  the  opportunity. 

On  the  15th  day  of  July  1987  Mr  Joe  Timbs  of  the  Export  Credit  Section  of  the  Depart- 
ment of  Industry  and  Commerce  requested  his  officials  to  prepare  a  general  note  of  the 
position  with  regard  to  Iraq  for  the  benefit  of  the  Minister  for  Industry  and  Commerce. 

This  resulted  in  the  "Note  for  the  Minister's  Information"  entitled  "Export  Credit 
Insurance  for  Iraq  —  Current  Position"  dated  the  30  July  1987  and  signed  by  Mr 
O'Mahony  of  the  Export  Credit  Section. 

This  note  which  set  out  in  full  detail  all  particulars  with  regard  to  the  then  existing  position 
which  showed  that  if  all  applications  were  granted  the  £35m  ceiling  would  have  been 
breached  and  concluded  with  the  recommendation  that:— 

kThe  Export  Credit  Section's  view  of  Iraq  is  that  no  further  cover  should  be  provided 
for  Iraqi  business/' 

The  Minister  for  Industry  &  Commerce  was  in  hospital  from  the  23rd  day  of  August  to 
the  29th  day  of  August  1987.  During  the  course  of  this  stay  he  was,  when  possible,  dealing 
with  the  business  of  his  Department. 

The  relevant  files  which  needed  attention  were  brought  to  him  by  Mr  Dominick  McBride, 
an  official  of  the  Minister's  Administrative  Staff,  who  was  acting  for  the  Minister's  Private 
Secretary,  who  was  on  holidays  at  the  time. 

Among  the  matters  which  he  brought  to  the  attention  of  the  Minister  on  the  28th  day  of 
August  1987  was  a  Summary  of  the  then  existing  position  with  regard  to  the  allocation  of 
Export  Credit  Insurance  to  Iraq  which  showed  a  potential  State  exposure  in  respect, 
thereof,  of  £34.74m  and  as  the  approved  ceiling  for  such  exposure  was  £35m.  and  con- 
tained a  recommendation  from  the  Export  Credit  Section  of  the  Department  that  no 
further  cover  should  be  provided  by  the  Department. 

Mr  McBride  stated  that  he  showed  the  Summary  to  the  Minister  and,  that  he,  the  Minister, 
agreed  with  the  recommendations.  On  the  31st  day  of  August  1987  Mr  McBride  made  a 
note  on  this  document  which  he  signed  and  dated. 

In  the  course  of  his  evidence,  the  Minister  for  Industry  and  Commerce  stated  that  he  saw 
Mr  McBride  on  the  28th  day  of  August  1987  but  has  no  recollection  of  seeing  the  said 
Summary  or  agreeing  with  the  said  recommendation.  He  stated  that: — 

"I  have  no  recollection  whatsoever.  There  was  something  like  a  couple  of  hundred 
files  there.  As  I  told  you,  I  wasn't  concerned  with  dealing  with  anything  except  some- 
thing that  required  urgent  decision  and  there  was  no  urgency  about  that  decision.  It 
was  a  note  sent  up  to  me  for  my  perusal  along  with  a  lot  of  others  and  I  am  sure  that 
1  just  looked  at  it  and  left  it  aside." 

In  view  of  the  large  number  of  files,  considered  to  require  the  Minister's  attention  during 
his  period  in  hospital,  a  couple  of  hundred  according  to  Mr  McBride,  the  Minister's  atti- 
tude to  the  note  brought  to  his  attention  by  Mr  McBride  is  perfectly  understandable  as 
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the  matter  raised  therein  did  not,  at  that  stage  on  the  28th  August  1987,  require  any 
decision. 

However,  the  situation  changed  between  the  28th  day  of  August  1987  and  the  31st  day  of 
August  1987  because  on  that  day  Mr  McBride  noted:- 

"I  understand  from  the  Minister  that  Anglo  Irish  Meats  will  today  be  making  a  sub- 
mission for  consideration  by  the  Dept.  The  Minister  will  make  a  decision  on  Iraq 
following  on  examination  of  the  Anglo  Irish  Meats  proposals.  The  Minister  has  indic- 
ated that  the  Anglo  Irish  proposal  will  require  Government  approval  and  he  wants  a 
memo  for  Wednesday's  Government  meeting.  The  Minister  is  unlikely  to  attend  the 
Government  meeting  and  the  Taoiseach  will  be  taking  this  item  at  Government." 

This  note  would  appear  to  contradict  the  earlier  note  of  that  date  signed  by  Mr  McBride 
who  stated  that,  to  the  best  of  his  recollection,  when  the  contradiction  was  brought  to  his 
attention  by  Mr  Ted  O'Reilly,  the  Assistant  Secretary,  he  drew  a  line  through  the  first 
note  and  signed  it. 

There  is  no  doubt  whatsoever,  but  that  the  Minister  for  Industry  &  Commerce,  on  the 
31st  day  of  August,  1987,  informed  Mr  McBride  that  an  application  would  be  made  by 
AIBP  and  of  the  steps  to  be  taken  in  regard  thereto, 

In  his  evidence,  Mr  Reynolds  stated  that  on  the  31st  day  of  August  1987  he  was  aware 
that  the  application  would  be  made  by  AIBP  and  that  he  ordered  an  Aide  Memoir  be 
prepared  by  his  Department. 

He  stated  that:— 

4 To  the  best  of  my  recollection,  I  don't  know  who  told  me  about  it  but  the  fact  is 
that  the  recollection  that  sticks  in  my  mind  is  the  one  of  the  letter,  the  details  of  the 
letter,  the  size  of  the  contract  and  I  am  not  here  to  speculate  on  who  might  or  might 
not  (have  told  me).  The  fact  was  I  was  told.  I  acted  upon  it,  I  sent  the  matter  to 
Government.  The  Government  decided  and  I  carried  out  that  decision". 

At  the  time  that  the  Minister  for  Industry  &  Commerce  gave  his  instructions  to  Mr 
McBride  on  the  31st  day  of  August  1987  he  must  have  been  aware  of  the  value  of  the 
contract  and  the  amount  of  Export  Credit  Insurance  that  was  required  because  he  stated 
that  Government  approval  would  be  required.  Government  approval  would  only  be 
required  if  it  was  necessary  to  increase  the  ceiling  above  £70m.  which  had  been  the  ceiling 
fixed  by  the  previous  Government. 

Having  regard  to  the  size  of  the  contract,  the  largest  ever  negotiated  by  the  Goodman 
Group,  it  is  most  unlikely  that  the  information  with  regard  thereto  would  have  come  from 
anybody  other  than  Mr  Larry  Goodman  or  Mr  Brian  Britton  either  directly  or  through 
the  then  Taoiseach,  Mr  Charles  J.  Haughey  TD. 

In  the  course  of  his  evidence,  Mr  Brian  Britton  stated  that: 
"I  didn't  know  how  Mr  Reynolds  knew  it." 

and 
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"All  I  can  say  categorically  is  that  I  did  not  speak  with  Mr  Reynolds  in  the  weeks 
prior  to  the  31st  August  1987" 

The  relevant  matter  with  regard  to  this  aspect  of  the  Inquiry  is  contained  in  the  cross- 
examination  of  Mr  Goodman  by  Mr  Durkan  B.L.  and  is  as  follows:- 

"1.  Q.  Good  morning,  Mr  Goodman.  If  I  can  take  you  back  to  where  we  were 
yesterday;  I  was  dealing  with  the  time  when  you  had  signed  the  contracts 
in  Iraq  in  July  1987. 

A.  Yes. 

2.  Q.    The  letter  applying  for  cover  in  regard  to  those  contracts  is  dated  the 

31st  of  August  1987,  and  was  sent  in  by  Mr  Britton. 

A.  Yes. 

3.  Q.    In  the  weeks  leading  up  to  the  sending  in  of  that  letter,  did  you  lobby 

politicians,  did  you  lobby  members  of  government,  to  make  sure  that 
your  application  would  be  successful? 

A.    I  would  have,  yes. 

4.  Q.    Who  did  you  lobby? 

A,  I  would  have  been  in  touch,  I  would  have  thought  that  it  would  be  highly 
likely  I  would  be  in  touch  and  lobbying  before  going  in  relation  to  a 
major  contract,  with  Minister  Reynolds.  We  are  talking  about  July  1987 
now. 

5.  Q.    Yes,  and  what  I'm  asking  you  is  the  letter  of  the  31st  of  August,  in  the 

month  of  August,  can  you  recall  were  you  in  touch  with  politicians,  with 
members  of  the  Government? 

A.  I  can't  recall  specifically  the  day,  but  I  would  have  been.  It  would  have 
been  normal  for  me  to  lobby,  if  I  were  going  on  a  major  trip.  I  would  try 
and  make  contact  to  see  what  the  up  to  date  situation  was  if  I  were  going 
on  a  major  trip. 

6.  Q.    What  I'm  trying  to  get  at  is  this,  in  regard  to  the  actual  application  for 

the  134.5  million  cover,  which  was  going  on  the  31st  of  August,  did  you 
contact  anyone  and  say  "This  application  is  going  in.  I  would  like  it  to 
be  supported". 

A.  I  can't  recall  that.  As  Tm  saying,  it  would  be  highly  likely,  in  relation  to 
a  contract  of  that  size  that  early  sometime  in  May  or  coming  back  from 
that  trip,  that  I  would  have  made  contact,  or  tried  to  make  contact  with 
Minister  Reynolds. 

7.  Q.    Have  you  any  recollection  at  the  time,  or  about  the  time  of  the  applica- 

tion of  31st  of  August,  of  going  in,  or  being  in  touch  with  Mr  Reynolds? 

A.    No.  Mr  Britton  would  have  been  handling  the  administration  side  of 
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things.  Once  I  would  get  the  contract  I  would  hand  it  over  to  him,  or  to 
someone  in  the  International  Division,  in  those  days. 

8.  Q.    Were  you  in  touch  with  Mr  Haughey,  by  any  chance,  about  this? 

A.  Not  unless  I  was  meeting  with  him  on  something  else.  If  I  was  meeting 
with  him  I  would  use  the  opportunity  to  say  that  we  had  applied  and 
what  can  be  done  about  the  insurance. 

9,  Q.    Can  you  recall  whether  you  were  meeting  with  him  about  anything  else? 

A.  There  were  some  meetings  about  the  five  year  plan.  I  am  not  sure  of  the 
dates,  but  I  have  the  dates  here  somewhere, 

10.  Q.    The  reason  I  am  asking  you  this  is  can  you  see,  from  whatever  records 

you  have  there,  whether  you  in  fact  met  Mr  Haughey? 

A.    I  have  just  notes  in  relation  to  dates  of  meetings  here. 

11.  Q.    Well,  it's  clear  from  the  evidence  that  Minister  Reynolds  knew  that  the 

Goodman  application  for  134.5  million  was  going  to  come  in  to  the 
Department,  in  or  about  the  1st  of  September,  because  he  told  his  offi- 
cials to  expect  it.  Do  you  know  how  he  knew  that  it  was  coming  in? 

A.    No,  I  wouldn't  be  aware  of  that.  I  may  have  said  it  to  him.  I  don't  know. 

12.  Q.    What  I  want  to  know  is,  if  you  did  say  it  to  him,  when  did  you  say  it  to 

him? 

A.  Probably  when  I  would  have  come  back  from  Iraq,  I  would  have  made 
contact  and  said  that  we  had  managed  to  conclude  the  business  "what's 
happening  on  the  Export  Credit  Insurance,  when  are  we  going  to  be 
awarded  it?"  It  would  have  been  that  type  of  conversation, 

13.  Q.    But  you  have  no  specific  recollection  of  being  in  touch  with  Mr  Reynolds, 

or  Mr  Haughey? 

A.    No,  but  it's  likely  I  would  have  been. 

14.  Q.    I  see,  in  or  about  the  31st  of  August,  when  the  application  actually  went 

in,  did  you  not  feel  at  that  stage,  when  the  application  went  in  and  there 
was  actually  a  concrete  application  on  the  table,  if  I  can  put  it  that  way 
did  you  not  feel  a  need  to  contact  either  Mr  Reynolds  or  Mr  Haughey, 
in  support  of  that  application? 

A.  I  would  have  been  more  anxious  to  do  that  after  I  got  the  contract,  which 
would  have  been  in  or  about  May  and  if  it  was  finalised,  in  July.  I  would 
be  trying  to  edge  things  forward  at  that  point  in  time,  but  more  so  when 
Mr  Britton  would  be  dealing  with  the  administration  end  of  it,  and  I 
tended  to  do  the  deals,  even  acquisitions  and  once  they  were  done  I 
would  pass  on  the  administration  to  somebody  else  and  hope  that  they 
would  move  it  from  there," 
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From  this  it  appears  that  Mr  Goodman  has  no  clear  recollection  of  when  or  how  the 
Minister  for  Industry  and  Commerce  became  aware  of  the  fact  that  AIBP  were  on  the 
3 1st  day  of  August  1987  going  to  apply  for  Export  Credit  Insurance. 

Subsequent  to  the  signing  of  the  contract  on  the  2nd  July,  1987  Mr  Goodman  met  the 
then  Taoiseach  Charles  J  Haughey  on  the  14th  July  1987. 

In  his  evidence  Mr  Haughey  stated  that  that  meeting  was  in  relation  to  the  IDA  plan  and 
particularly  in  relation  to  the  building  of  a  new  meat  processing  plant  in  Tuam  which  was 
of  very  great  interest  to  him  and  that  he  was  pressing  Mr  Goodman  to  get  on  with  it  and 
has  no  recollection  of  any  discussion  with  regard  to  the  Iraqi  contract  on  Export  Credit 
Insurance. 

In  Mr  Haughey's  diary  there  was  an  entry  in  respect  of  a  meeting  with  Mr  Goodman  for 
9  am  on  the  28th  August  1987  but  a  line  is  drawn  through  the  name  Goodman. 

Mr  Haughey  has  no  recollection  of  this  meeting  and  stated  that  the  fact  that  there  was  a 
stroke  through  it  indicated  that  it  did  not  take  place  and  had  earlier  stated  that  he  was 
dubious  about  that  meeting 

"because  in  my  diary  there  is  a  stroke  through  that  —  it  was  the  28th  August  and 
other  things  being  equal...,  I  would  be  on  Inisvickalaune". 

However  he  stated  that  if  did  happen 

"it  was  simply  again  me  pressing  Goodman  to  get  on  with  it". 

It  is  difficult  to  understand  how  nobody  recollects  the  circumstances  under  which  notice 
was  given  to  the  Minister  for  Industry  and  Commerce  that  the  Goodman  Group  would 
be  making  an  application  for  Export  Credit  Insurance  in  respect  of  the  largest  contract 
for  the  export  of  beef  ever  negotiated  by  an  exporter  within  the  State. 

It  appears  from  the  evidence  of  Mr  Donlon,  Secretary  to  the  Department  of  Industry  and 
Commerce  that  the  first  indication  that  there  was  going  to  be  an  application  came  directly 
from  the  Minister  for  Industry  and  Commerce  through  Mr  McBride. 

On  the  31st  day  of  August  1987,  Brian  Britton  Deputy  Chief  Executive  of  Goodman 
International  wrote  to  the  Minister  for  Industry  and  Commerce  in  the  following  terms:— 

"We  wish  to  apply  for  100%  Export  Credit  Insurance  for  the  supply  of  40,000  +/- 
5%  tons  of  Boneless  Beef  to  Iraq  with  a  total  value  of  USD  134,500,000  under  con- 
tracts recently  negotiated  by  our  subsidiary  company  Anglo  Irish  Beef  Processors 
International  Limited. 

Appendix  One  sets  out  the  salient  features  of  the  contracts  which  may  be  summarised 
as  follows: 

1.  Total  Sales  Price  Receivable  134,500,000  USD 

2.  Ibtal  E.E.C  Export  Refunds  Receivable  111,500,000  USD 


246,000,000  USD 
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3.  Sales  proceeds  payable  1  year  after  shipment 

4.  Shipment  will  be  in  equal  instalments  between  September  1987  and  June  1988. 

This  contract  is  of  major  importance  to  both  our  company  and  to  the  Irish  economy 
generally  for  the  following  reasons: 

(a)  The  contract  will  generate  substantial  foreign  earnings  for  both  company  and 
country  with  consequent  benefits  for  both. 

(b)  The  Iraqi  market  is  a  major  outlet  for  Irish  beef.  Our  Group  opened  up  the 
market  some  years  ago  and  we  have  consistently  increased  our  tonnages  to 
that  country  in  spite  of  major  competition  from  Europe,  particularly  France. 

Based  on  our  past  experience  in  dealing  with  them,  we  are  confident  that  payment 
for  the  contract  will  be  received  from  Iraq,  The  economic  situation  has  improved 
recently  and  the  recent  opening  of  a  second  oil  pipeline  will  significantly  increase  that 
country's  foreign  currency  earning  capacity.  Iraq  consistently  gives  priority  to  pay- 
ment for  imported  foodstuffs  as  has  been  proved  by  this  company's  record  in  the  past 
and  is  evidenced  by  the  attached  letter  to  AIBP  International  Ltd  (Appendix  Two) 
from  the  Iraq  Ministry  of  Agriculture  and  Agrarian  Reform,  prepared  at  the  request 
of  the  Deputy  Prime  Minister,  confirming  that  payments  on  our  recent  contracts  will 
be  made  promptly  on  the  due  dates. 

This  contract,  the  largest  ever  negotiated  by  the  Group,  is  of  such  a  scale  that  it  is 
imperative  that  the  Group  continues  its  prudent  policy  of  arranging  Export  Credit 
Cover  for  all  such  foreign  receipts. 

We  trust  this  application  will  get  a  most  favourable  response  from  your  Department. 
Because  of  the  sensitivity  of  dealing  with  a  Country  such  as  Iraq,  we  would  ask  that 
no  publicity  whatever  be  given  to  our  request/' 

This  letter  was  received  in  the  Department  on  the  1st  day  of  September  1987  but  the 
Minister's  office  was  aware  on  the  afternoon  of  the  31st  August  1987  that  the  application 
would  be  made. 

On  the  morning  of  the  1st  of  September  the  Minister  for  Industry  and  Commerce  spoke 
to  Mr  Timbs  of  the  Department  of  Industry  and  Commerce  by  telephone  and  directed 
that  an  Aide  Memoire  be  prepared  and  be  given  to  the  Taoiseach  as  soon  as  possible. 
The  Aide  Memoire  was  prepared  by  Mr  Timbs  and  approved  by  Mr  O'Reilly  the  Assistant 
Secretary  and  given  to  the  Runai  Aire  on  the  1st  of  September  1987  for  transmission  to 
the  Taoiseach 's  office. 

The  Aide  Memoire  was  given  to  the  Taoiseach  on  the  morning  of  the  2nd  of  September 
1987. 

On  the  same  day  a  copy  of  the  Aide  Memoire  was  given  to  the  Private  Secretary  to 
Minister  of  State  Seamus  Brennan  together  with  a  minute  prepared  by  Mr  O'Reilly  in  the 
following  terms: 
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k4In  completing  the  memo  I  was  very  conscious  that  no  proposal  was  being  made  but 
Mr  Timbs  told  me  that  this  was  Minister  Reynolds'  wish.  There  are  obvious  proposals 
which  could  be  made". 

The  Aide  Memoire  and  minute  of  Mr  O'Reilly  were  seen  by  Minister  of  State  Seamus 
Brennan  on  the  2nd  of  September  1987. 

No  decision,  formal  or  informal  is  recorded  for  the  Cabinet  meeting  held  on  the  2nd 
September  1987  concerning  the  question  of  the  Export  Credit  Insurance  Scheme  and  it 
would  appear  to  have  been  referred  back  to  the  Department  of  Industry  and  Commerce 
because  it  did  not  seek  any  decision  from  the  Government. 

On  the  4th  of  September  1987  the  Secretary  had  a  discussion  with  the  Minister  for  Industry 
and  Commerce  following  which  the  Secretary  asked  his  officials  to  have  the  Aide  Memoire 
redrafted  along  the  lines  indicated  by  the  Minister  and  put  in  the  form  of  a  Memorandum 
for  Government.  The  Memorandum  for  Government  was  finalised  and  cleared  by  the 
Secretary  on  the  7th  September  1987  during  Mr  O'Reilly's  absence  abroad  with  Minister 
of  State  Brennan,  The  Memorandum  was  transmitted  to  the  Runai  Aire  for  circulation. 

The  Memorandum  for  Government  was  dated  the  7th  of  September  1987,  entitled  "Export 
Credit  Insurance  for  lraq"y  and  was  in  the  following  terms:— 

"1  Decision  Sought: 

The  Minister  for  Industry  and  Commerce  seeks  the  approval  of  the  Government 
to: 

(a)  raise  the  ceiling  for  insured  exports  to  Iraq  from  the  previous  Government 
approved  ceiling  of  £70m.  to  £150m.  —  the  conditions  of  cover  to  be  those  as 
set  out  in  Paragraph  6. 

(b)  draft  legislation  to  increase  the  ceiling  for  Export  Credit  Insurance  which  may 
be  given  for  all  exports  to  all  markets  from  the  present  ceiling  of  £300  to 
£500m. 

2.  The  governing  legislation  provides  that  the  ceiling  for  Export  Credit  Insurance 
which  may  be  given  for  all  exports  to  all  markets  is  £300m.  As  at  30  June,  1987 
the  Minister's  total  liability  was  approximately  £194m. 

5.  For  business  insured  on  those  conditions  prior  to  July  1986  Iraq  has  been  paying 
erratically  —  some  payments  being  received  on  time,  others  after  delays  of  6 
months  or  more.  The  first  3  claims  in  respect  of  Iraqi  business  paid  between 
December  1986  and  August  1987  amounted  to  fl  4m  hut  these  amounts  were 
received  from  Iraq  within  a  short  subsequent  period.  Under  normal  circumstances, 
claims  are  paid  6  months  after  default  by  the  buyers.  Delays  are  still  continuing 
and  if  no  further  payments  are  received  claims  totalling  £3.54m.  will  have  to  be 
paid  between  now  and  December  1987.  What  seems  to  be  happening  is  that  while 
one  year  credit  was  given  the  Iraqis  are  actually  taking  about  18  months  credit. 
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6.  In  May,  1987  when  total  exposure  in  Iraq  stood  at  £22m.  the  Minister  decided  that 
limited  cover  was  to  be  made  available  for  Iraq  subject  to  even  more  stringent 
conditions  and  to  an  overall  ceiling  of  £45m.  The  conditions  were; 

(a)  70%  cover  maximum  on  any  contract; 

(b)  a  maximum  credit  period  of  one  year; 

(c)  a  claims  waiting  period  of  12  months  as  opposed  to  the  normal  6; 

(d)  a  minimum  premium  rate  of  4%  of  full  contract  value  as  opposed  to  the  usual 
.04%  for  good  risk  countries  generally;  and 

(e)  cover  to  be  provided  only  to  exporters  in  respect  of  whom  claims  had  not 
arisen  in  Iraq  or  who  had  subsequently  secured  payment. 

Offers  of  cover  under  those  conditions  were  made  to  exporters  within  the  £45m. 
ceiling.  The  take  up  was  very  slow,  partly  due  to  the  stringent  conditions  and  partly 
due  to  not  finalising  contracts.  Taking  into  account  commitments  already  made  to 
give  cover,  present  exposure  in  Iraq  amounts  to  £25. 14m. 

7.  A  number  of  companies  have  recently  sought  new  cover  in  Iraq.  Based  on  cover 
of  70%  the  provision  of  insurance  for  these  new  applicants  would  increase  expo- 
sure by  a  further  £96.5 lm.  — details  as  follows. 


Name  of  Company 

Contract  Value 

70% 

IR£ 

IRE 

Non-beef  exporter 

03.9m 

02.75m 

D  Heyer  Meats  (Beef) 

11.38m 

07.97 

Anglo   Irish   Beef  Processors 
international  Ltd  (Beef) 

91.53m 

64.07m 

Hibernia  Meats  (Beef) 

30.14m 
.90m 

21.08m 
00.63m 

TOTAL 

137.85m 

96.51m 

To  agree  to  the  above  new  requests  would  bring  the  Minister's  total  liability  in 
Iraq  to  £121.65m,  representing  40%  of  worldwide  exposure,  and  under  the  Scheme 
in  the  aggregate  to  £295m,  leaving  only  £5m.  for  new  insurance  worldwide  under 
the  present  ceiling. 

8.  When  the  Minister  re  opened  cover  in  May  1987,  many  of  the  applicants  sought 

less  stringent  terms.  In  one  case  (  )  a  credit  period  of  two  years  was  refused 

and  in  another  (Hibernia  Group)  cover  was  refused  on  the  grounds  that  a  subsidi- 
ary company  had  monies  overdue  from  Iraq.  In  the  case  of  the  present  and  largest 
application  from  Anglo  Irish  Beef  Processors,  100%  cover  has  been  sought  on  1 
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year  credit.  In  1986  Anglo  Irish  signed  a  £19.3m.  beef  contract  for  Iraq  with  pay- 
ments due  to  begin  in  September  1987.  While  a  request  for  Export  Credit  Insur- 
ance for  this  contract  was  refused,  the  exporter  fulfilled  it.  No  claims  have  arisen 
in  Anglo  Irish  businesses  covered  by  the  scheme,  in  any  market. 

9.  The  question  of  increasing  the  ceiling  for  cover  in  Iraq  must  be  viewed  against 
present  uncertainties  in  the  Gulf  region.  The  arguments  could  be  summarised  as 
follows: 

For 

(a)  While  3  claims  have  been  paid  in  respect  of  default  by  Iraq  the  monies  were 
subsequently  received  within  a  few  months. 

At  present  no  claims  have  been  paid  where  funds  have  not  subsequently  been 
recovered  —  but  see  Paragraph  5  above  about  the  position  between  now  and 
end  year. 

(b)  A  leading  beef  exporter  has  pointed  out  that  the  Iraqi  market  is  a  major  and 
increasing  market  for  Irish  beef,  despite  major  competition  from  Europe,  and 
that  the  beef  contracts  generate  substantial  foreign  earnings  by  both  Irish  com- 
panies and  the  country. 

(c)  Premium  income  at  4%  of  contract  values  approximates  £5.5m.  representing 
over  70%  of  the  cumulative  deficit  under  the  scheme  as  at  31/12/86. 

Against 

(a)  The  recent  escalation  of  hostilities  in  the  Gulf  must  further  drain  already 
strained  Iraqi  resources. 

(b)  Present  applications  plus  existing  commitments  would  mean  that  insurance  for 
Iraq  would  constitute  40%  of  worldwide  exposure. 

(c)  To  provide  cover  under  the  conditions  in  paragraph  6  would  invariably  involve 
additional  requests  from  companies  who  have  not  approached  us  on  the  basis 
that  they  know  we  are  effectively  off  cover. 

(d)  While  it  is  difficult  to  ascertain  precisely  what  other  export  credit  agencies  are 
doing  credit  lines  are  being  reopened  for  the  Iraqi  market  by  many  OECD 
countries  on  the  basis  of  agreements  with  the  Iraqis  to  reschedule  existing 
debts  e.g.  the  UK  agreed  credit  lines  of  Stg  £575m  up  to  y.e.  1987  are  being 
renegotiated  at  present.  In  any  event  most  OECD  credit  agencies  operate  an 
extremely  restrictive  cover  policy  or  in  some  cases  are  totally  off  cover. 

(e)  If  we  were  to  substantially  increase  our  credit  line  to  Iraq  and  if  their  financial 
situation  deteriorated  further,  we  could  be  asked  by  the  Iraqis  to  reschedule 
involving  payment  of  claims  to  exporters,  a  moratorium  on  rescheduling  repay- 
ments and  payments  spread  over  a  number  of  years. 

10.  The  Minister  is  of  the  view  that  substantial  export  markets  in  certain  sectors  exist 
in  Iraq.  While  delays  in  payments  have  occurred,  there  are  no  claims  outstanding 
at  present.  In  view  of  the  above  and  the  fact  that  some  OECD  countries  are  con- 
sidering re-opening  lines  of  credit  on  the  basis  of  rescheduling  the  Minister  feels 
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that  exporters  to  Iraq  could  be  put  at  a  serious  disadvantage  were  credit  facilities 
not  available.  He  would  point  out  that  the  terms  under  which  he  is  proposing  that 
cover  be  offered  are  very  restrictive  and  expensive. 

11.  The  Tanaiste  and  the  Ministers  for  Finance  and  Agriculture  have  been  provided 
with  a  copy  of  this  Memorandum." 

This  Memorandum  was  dated  the  7th  of  September  of  1987. 

This  Memorandum  was  received  by  the  Minister  of  State  Seamus  Brennan  and  in  a  minute 
dated  the  7th  of  September  his  Private  Secretary  notes: — 

"In  relation  to  the  Memorandum  for  Government  on  Export  Credit  Insurance  for 
Iraq  the  Minister  requested  that  I  inform  you  that  he  discussed  the  question  of  the 
Export  Credit  Scheme  with  the  Taoiseach  recently  and  informed  him  that  he  was 
concerned  at  the  losses  incurred  and  was  reviewing  the  operation  of  the  scheme." 

This  minute  was  for  the  private  secretary  to  the  Minister  for  Industry  and  Commerce. 

On  receipt  of  the  minute  of  the  same  date,  Finbar  Kelly,  Secretary  to  the  Minister  for 
Industry  and  Commerce  notes:— 

kT  brought  the  full  text  of  the  above  minute  to  the  Minster's  attention  this  evening 
as  you  may  be  aware  the  memo  for  the  Government  on  Export  Credit  Insurance  for 
Iraq  is  listed  for  consideration  at  the  Government  meeting  on  the  8th  of  September 
1987." 

The  Memorandum  was  sent  to  the  Government  Secretariat  with  an  urgency  certificate  on 
the  7th  September  for  consideration  on  the  8th  September.  At  the  same  time,  it  was 
circulated  to  the 

(i)  the  Tanaiste; 

(ii)  the  Minister  for  Finance; 

(iii)  the  Minister  for  Agriculture; 

This  short  notification  did  not  allow  the  respective  departments  of  those  Ministers  to 
respond  in  writing  to  the  sponsoring  Department  as  would  normally  occur. 

The  officials  in  the  Department  of  Finance  prepared  a  response  dated  the  7th  of  Sep- 
tember which  would  have  been  available  to  the  Minister  of  Finance.  This  response  would 
not  have  been  available  to  any  other  members  of  the  Government. 

Th€  Department  of  Finance  received  the  Memorandum  on  the  afternoon  of  the  7th  of 
September  and  their  response  was  as  follows:— 

"The  officials  recommend  strongly  that  you  oppose  the  Minister  for  Industry  and 
Commerce's  proposals  for  the  following  reasons; 
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3.  The  present  "official"  ceiling  for  cover  for  Iraq  is  £70m.  This  limit  was  decided 
upon  by  the  Government  in  February  of  1986  and  represented  a  major  increase 
from  the  previous  limit  of  £35m.  However  the  extent  of  cover  has  never  remotely 
reached  the  £70m  "official"  limit,  as  in  the  spring  of  1986,  the  Iraqis  started  to 
default  in  their  payments.  Effective  cover  even  now  amounts  to  only  £25m.  In 
effect,  what  the  Minister  for  Industry  and  Commerce  is  seeking  is  an  increase  in 
cover  from  £25m  to  £150m. 

4.  Even  in  normal  circumstances  such  an  increase  would  be  fraught  with  risk  as  it 
would  greatly  increase  the  exposure  of  the  Scheme  and  hence  the  Exchequer  In 
the  present  case  the  risk  is  even  greater.  A  very  high  proportion  of  the  increased 
cover  would  relate  to  Iraq.  As  recent  events  in  the  Persian  Gulf  have  illustrated, 
the  Iraqi  situation  is  extremely  volatile.  The  Iraqis  have,  to  date,  been  erratic  in 
fulfilling  their  obligations.  A  deterioration  in  the  country's  military  and  economic 
position  could  lead  to  its  defaulting  on  its  foreign  debts.  If  this  were  to  happen 
(and  if  the  Minister  for  Industry  and  Commerce's  proposal  to  increase  the  ceiling 
of  cover  to  £150m  had  already  been  accepted),  the  Exchequer  would  be  at  a  loss 
for  a  considerable  sum  possibly  of  the  order  of  £120m. 

5.  In  essence,  the  Minister  for  Industry  and  Commerce's  proposals  are  too  much  of  a 
gamble  with  the  Exchequer's  resources.  You  should  seek  to  have  the  effective  limit 
of  cover  for  Iraq  confined  to  £45m,  (£20m  above  the  present  level  of  exposure) 
under  the  conditions  as  set  out  in  paragraph  6  of  the  Memorandum.  This  roughly 
represents  the  limit  beyond  which  the  Exchequer  should  not  go. 

6.  The  second  of  the  Minster  for  Industry  and  Commerce  proposals  —  to  increase 
the  ceiling  for  all  markets  from  £300m  to  £500m  follows  from  the  first.  If  the  first 
proposal  is  not  accepted  by  the  Government,  there  will  be  no  need  for  the  second 
one." 

The  above  document  was  a  document  prepared  by  Mr  Quigiey  of  the  Department  of 
Finance  for  the  advice  of  his  own  Minister  and  was  not  included  in  the  Memorandum  for 
Government. 

The  Memorandum  for  Government  did  not  disclose  that  the  most  recent  advice  available 
to  the  Minister  for  Industry  and  Commerce  was  that  no  further  cover  should  be  provided 
in  respect  of  exports  to  Iraq. 

What  was  being  sought  from  the  Government  was  approval  to  raise  the  ceiling  for  unin- 
sured exports  to  Iraq  from  the  previous  Government's  approved  ceiling  of  £70m  to  £150m. 

Having  regard  to  the  decision  made  by  the  Minister  for  Industry  in  May  1987  to  limit  the 
availability  of  Export  Credit  Insurance  cover  in  respect  ot  exports  to  Iraq  10  £45 m 
(inclusive  of  £10m  to  the  PARC  Hospital),  this  represented  a  massive  increase  and  w<t» 
wholly  prompted  by  this  application  from  AIBPL 

On  the  8th  day  of  September  1987  the  Government  decided:— 
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"1  that  the  ceiling  for  insured  exports  to  Iraq  should  be  raised  from  £70,000,000  to 
£150,000,000;  and 

2.  that  the  question  of  increasing  the  ceiling  for  Export  Credit  Insurance  generally 
might  be  considered  further  at  a  later  date,  as  and  when  the  need  arises;" 

As  appears  therefrom,  the  Government  made  no  decision  on  the  question  as  to  whether 
the  statutory  limit  should  be  increased. 

On  the  8th  of  September  1987  at  4  p.m.  the  Minister  for  Industry  and  Commerce,  Mr 
Reynolds,  met  with  Mr  Oliver  Murphy  of  Hibernia  Meats  Limited  and  Mr  Pascal  Phelan 
of  Master  Meats  Ltd  This  meeting  had  been  arranged  by  Mr  Phelan.  The  purpose  of  the 
meeting  was  to  discuss  the  question  of  both  companies  being  granted  Export  Credit  Insur- 
ance cover  for  their  exports  to  Iraq  and  Iran. 

Prior  to  this  meeting  the  position  was  that  Hibernia  Meats  Ltd,  had  written  on  the  19th 
of  May  1987  to  Minister  Mac  Sharry  indicating  that  they  were  negotiating  a  contract  for 
20  million  US  dollars  and  seeking  his  support  for  Export  Credit  Cover  and  on  17th  of 
June  1987  had  written  to  ICI  requesting  cover  in  respect  of  a  contract  for  46  million  US 
dollars. 

The  view  of  the  Department  in  August  of  1987  was  that  no  Export  Credit  Insurance 
should  be  given  to  Hibernia  Meats  Ltd,  until  all  sums  outstanding  on  previous  export 
claims  had  been  paid  by  Iraq. 

In  fact  arising  from  the  summary  prepared  by  the  Department  dated  the  24th  August, 
1987  the  Minister  had  instructed  his  Department  officials  to  inform  Hibernia  International 
Limited  that  no  further  Export  Credit  Insurance  would  be  considered  for  the  company 
whether  to  Iraq  or  Iran  until  such  time  as  their  outstanding  payments  in  Iraq  had  been 
corrected. 

On  the  8th  of  September  Mr  Murphy  advised  the  Minister  that  the  company  was  negotiat- 
ing a  contract  for  US$46  million. 

During  the  course  of  the  meeting,  the  Minister  indicated  that  he  would  allocate  a  facility 
of  £10m.  to  Hibernia  Meats  Ltd,  with  a  credit  period  of  18  months  and  also  the  sum  of 
£10m  to  Master  Meats  on  the  same  terms.  However,  at  the  same  time,  the  Minister 
emphasised  the  necessity  and  importance  of  having  the  outstanding  payments  cleared.  He 
informed  Mr  Murphy  that  the  details  of  the  facility  would  be  communicated  to  his  com- 
pany by  the  Department. 

On  the  9th  of  September  following  the  meeting  on  the  8th,  Mr  Oliver  Murphy  wrote  to 
the  Minister  for  Industry  and  Commerce  in  the  following  terms: — 

"I  wish  to  thank  you  for  meeting  Pascal  and  I  yesterday,  Tuesday  8th  September.  I 
would  also  like  to  take  this  opportunity  of  wishing  you  a  speedy  and  full  recovery. 


Further  to  our  discussions  regarding  Iran/Iraq  I  wish  to  clarify  the  following:— 
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RE:  IRAN 

Hibernia  has  signed  with  Iran  for  production  this  year  from  commercial  stocks  a  total 
contract  of  19000  metric  tonnes.  Master  Meat  Packers  are  taking  5000  metric  tons 
approximately  of  this  quantity. 

Due  to  the  situation  in  the  Gulf  bankers  are  becoming  nervous  in  arranging  facilities 
to  enable  us  to  produce  the  quantity  contracted.  Iran  as  you  know  has  not  to  my 
knowledge  defaulted  at  any  stage  and  as  I  informed  you  we  already  have  to  hand  an 
irrevocable  Letter  of  Credit  opened  by  Bank  Melli,  Tehran  to  Bank  Melli,  London 
for  an  amount  of  25,940,250  US  Dollars  which  covers  the  12500  metric  tons. 

The  contract  for  5000  metric  tonnes  together  incidentally  with  a  contract  for  1500 
metric  tonnes  boneless  forequarters  were  signed  last  Saturday,  5th  September  1987. 
Having  put  in  place  the  Performance  Bond  I  would  expect  the  Letter  of  Credit  to  be 
opened  in  4/5  weeks  from  receipt  of  Bank  Melli  in  Tehran  of  the  Performance  Bond. 

Essentially  I  am  requesting  a  roll  over  facility  of  Credit  Insurance  from  ICI  of  US 
Dollars  10  million  in  respect  of  a  total  contract  with  an  invoice  value  in  the  case  of 
Hibernia  for: — 

(a)  Bone-in  Contract  12,500  metric  tons  of  US  Dollars  25,940,250.00 

(b)  Boneless  Forequarters  1,500  metric  tons  of  US  Dollars  3,418,500.00 

Master  Meat  Packers,  in  respect  of  the  5000  metric  tonnes  Bone-in  back  to  back 
contract  with  a  Letter  of  Credit  value  9,900,000  US  Dollars,  are  looking  for  credit 
cover  of  5  million  US  Dollars  rolled  over. 

I  think  we  explained  satisfactorily  to  you  the  clause  re  radiation  and  it  is  better  to 
have  it  included  than  not. 

For  your  guidance  Coface  in  France  are  prepared  to  cover  Iranian  exposure  at 
0.03%.  On  checking  with  the  ICI  they  have  no  indication  rate  for  Iran  but  the  above 
should  act  as  a  guideline.  Primarily  the  request  for  credit  insurance  is  to  enable  both 
parties  involved  make  the  necessary  banking  arrangements  in  respect  of  the  contract. 

RE:  IRAQ 

For  your  information  the  first  Irish  Company  to  export  to  Iraq  was  Hibernia  Meats 
Ltd  We  have  been  constantly  seeking  Export  Credit  Insurance  for  Iraq  and  I  enclose 
for  your  information  correspondence  with  the  Insurance  Corporation  of  Ireland  dated 
17/6/87  and  a  letter  to  the  Minister  for  Finance  of  19/5/87.  If  your  officials  check  with 
the  Insurance  Corporation  of  Ireland  (contact  Mr  John  Barton)  it  will  be  confirmed 
to  you  that  for  the  past  12  months  we  have  been  in  correspondence  with  them  re  this 
matter. 

I  wish  to  thank  you  for  your  decision  yesterday  in  relation  to  a  facility  for  Iraq  of  10 
million  which  we  will  try  to  limit  to  18  months  but  in  reality  the  Iraqi  Purchasing 
Authorities  are  looking  for  2  years. 
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You  will  note  from  my  correspondence  with  the  IC1  that  as  of  last  June  we  sought 
credit  insurance  cover  for  a  total  of  US  Dollars  46  million  for  a  two  year  period. 

If  this  matter  is  being  actively  considered  I  would  like  you  to  keep  our  request  in 
mind. 

In  the  meat  industry,  where  margins  vary  from  one  per  cent  to  three  per  cent  nett  of 
turnover,  I  do  not  think  that  70%  cover  is  realistic.  It  may  well  be  for  the  pharmaceut- 
ical industry  where  margins  are  acknowledged  as  being  significantly  larger.  In  my 
opinion  credit  insurance  in  respect  of  meat  exports  should  cover  at  least  90%  as  it  is 
difficult  for  the  industry  to  operate  otherwise. 

My  apologies  for  writing  at  length,  however,  I  do  think  in  order  to  see  matters  in 
perspective  that  it  may  be  helpful  to  you  in  arriving  at  a  conclusion. 

I  do  wish  to  assure  you  that  we  are  using  our  best  endeavours  to  have  the  last  credit 
facility  fully  cleared  as  quickly  as  possible  and  you  will  have  noticed  some  progress 
on  that  in  recent  weeks. 

If  you  wish  to  meet  me  at  any  time  to  give  you  a  commercial  view  and  appraisal  of 
either  Iran/Iraq  in  respect  of  Export  Credit  Insurance  I  will  be  pleased  to  do  so. 

Again  my  thanks  for  meeting  Pascal  and  I,  yesterday,  and  we  very  much  appreciate 
your  response." 

On  the  11th  of  September  1987  Mr  Ted  O'Reilly,  Mr  Joe  Timbs  and  Mr  Dermot  O'Ma- 
hony  of  the  International  Trade  Division  met  with  Mr  Brian  Britton  and  Mr  Aidan  Connor 
of  Goodman  International  to  discuss  "the  terms  for  Insurance  for  their  contracts,"  follow- 
ing the  Government  decision  on  the  8th  of  September  1987  that  the  ceiling  for  insured 
exports  to  Iraq  should  be  raised  from  £70  million  to  £150  million. 

It  was  indicated  at  the  beginning  of  the  meeting  by  Mr  Britton  that  the  terms  of  insurance 
should  be  favourable  to  AIBP  because  the  company  had  already  demonstrated  its  good 
relations  with  Iraq  by  successfully  completing  a  contract  at  its  own  risk  the  previous  year. 
Mr  Britton  also  mentioned  that  the  £10  million  cover  requested  by  the  company  in  March 
1987  was  now  withdrawn  and  that  cover  was  now  required  for  a  contract  of  $134.5  million 
US  (91  million  Irish)  excluding  export  refunds. 

Mr  O'Reilly  stated  that  the  terms  of  cover  which  were  recently  offered  were:— 

1.  All  payments  to  be  secured  by  360  day  irrevocable  letter  of  credit; 

2.  Insurance  cover  to  be  limited  to  70%  of  the  contract  value; 

3.  A  12  months  claims  waiting  period; 

4.  Premium  rate  to  be  4%  of  gross  contract  value  and  that  these  terms  wcie  now  on  offer 
to  AIBP; 

These  were  the  conditions  set  forth  at  Paragraph  6  of  the  Memorandum  for  Government 
dated  the  7th  day  of  September  1987  and  Mr  O'Reilly  in  his  evidence  stated  that  his 
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"starting  point  was  the  terms  identified  in  the  Memorandum  for  Government".  These 
terms  were  not  however  acceptable  to  Mr  Britton. 

Mr  O'Reilly  then  decided  to  "go  away  from  the  conditions  imposed  by  the  Government 
and  seek  to  get  the  best  conditions  he  could." 

Obviously  in  adopting  this  course  Mr  O'Reilly  did  not  consider  himself  or  the  Minister 
for  Industry  and  Commerce,  on  whose  behalf  he  was  negotiating  to  be  bound  by  the 
conditions  set  forth  in  the  Memorandum  for  Government. 

After  lengthy  discussions  the  parties  agreed; 

1.  claims  waiting  period  of  6  months; 

2.  80%  cover; 

3.  a)  premium  of  1%  gross  contract  value  at  commencement  plus  2%  of  gross  contract 

value  in  the  event  of  a  claim; 

b)  the  2%  to  be  payable  by  way  of  a  deduction  from  the  amount  paid  in  claims; 

4.  all  payments  to  be  secured  by  360  day  irrevocable  letter  of  credit; 

5.  the  package  to  be  subject  to  the  strictest  confidentiality  by  both  parties; 

Mr  O'Reilly  informed  Mr  Britton  that  he  would  be  recommending  this  package  to  the 
Minister  who  would  a  make  the  final  decision  and  it  was  said  by  Mr  Britton  that  he  would 
be  speaking  to  Mr  Goodman  that  night  and  he  did  not  see  any  problem  in  obtaining  his 
approval.  It  was  further  agreed  that  Anglo-Irish  Beef  Processors  would  be  informed  of 
the  Minister's  decision  as  soon  as  possible  and  that  full  terms  would  be  detailed  in  a 
written  communication  to  ICI  from  the  Department. 

Mr  O'Reilly  rang  the  Minister  for  Industry  and  Commerce  on  the  Friday  night  at  the 
conclusion  of  the  meeting  and  informed  him  of  the  outcome. 

On  Monday  the  14th  of  September  1987  Mr  O'Reilly  telephoned  the  Minister  for  Industry 
and  Commerce  telling  to  him  that  he  felt  that  he  was  "beaten"  on  the  claims  waiting 
period  and  that  if  the  Minister  wished  he  would  go  back  and  renegotiate  it.  The  Minister 
told  him  not  to, 

Mr  O'Reilly  made  this  telephone  call  to  the  Minister  because,  as  he  stated  in  evidence, 

"over  the  weekend  I  was  conscious  of  the  fact  that  I  had  departed  to  a  considerable 
degree  from  the  conditions  in  the  Government  Memorandum  and  on  which  the  Gov- 
ernment had  given  its  decision  and,  in  particular  I  felt  very  unhappy  about  the  claims 
waiting  period." 


As  the  result  of  the  agreement  reached  at  that  meeting  Mr  O'Reilly  wrote  to  Mr  Britton 
on  the  8th  day  of  October  1987  in  the  following  terms: 
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"Dear  Brian 

I  am  directed  by  the  Minister  for  Industry  and  Commerce  to  refer  to  your  letter  of 
31  August  1987  applying  for  Export  Credit  Insurance  in  respect  of  beef  exports  to 
Iraq  valued  at  US  $134.5  million  and  to  confirm  that  he  has  agreed  that  Export  Credit 
Insurance  will  be  provided  on  the  following  terms: 

1)  cover  to  be  provided  for  80%  of  contract  value  exclusive  of  export  refunds;  the 
Minister's  maximum  liability  will  be  the  Irish  pound  equivalent  of  80%  of  US 
$134.5  million, 

2)  claims  waiting  period  of  6  months, 

3)  payment  by  360  day  irrevocable  letter  of  credit  issued  by  Rafidain  bank, 

4)  (a)  premium  of  1%  contract  value  payable  on  writing  policy  (i.e.  1%  of  US 
$134.5m). 

(b)  a  further  premium  of  2%  of  contract  value  is  payable  in  the  event  of  a  claim 
which  will  be  non-refundable  irrespective  of  the  size  of  the  claim  or  whether  there 
is  a  subsequent  recovery,  this  further  premium  to  be  deducted  from  the  claim 
payment. 

If  you  would  like  to  apply  for  this  insurance  you  should  contact  Mr  Pat  Leamy  or  Mr 
John  Barton  at  the  Insurance  Corporation  of  Ireland  pic  who  will  be  able  to  deal 
with  your  application. 

If  there  is  anything  that  you  would  like  clarified  don't  hesitate  to  contact  me. 

Yours  sincerely 
TED  O'REILLY 
Assistant  Secretary" 

These  conditions  were  substantially  better  than  those  set  forth  in  the  Memorandum  for 
Government. 

The  Memorandum  for  Government  had  sought  the  approval  of  the  Government  to 

(a)  raise  the  ceiling  for  insured  exports  to  Iraq  from  the  previous  Government 
approved  ceiling  of  £70m  to  £150m  —  the  conditions  of  cover  to  be  those  as  set 
out  in  Paragraph  6  (of  the  Memorandum). 

Paragraph  6  of  the  said  Memorandum  stated  that:— 

"In  May,  1987  when  total  exposure  in  Iraq  stood  at  £22m,  the  Minister  decided  that 
limited  cover  was  to  be  made  available  for  Iraq  subject  to  even  more  stringent  condi- 
tions and  to  an  overall  ceiling  of  £45m.  The  conditions  were: — 

(a)  70%  cover  maximum  on  any  contract; 

(b)  a  maximum  credit  period  of  one  year;: 

(c)  a  claims  waiting  period  of  12  months  as  opposed  to  the  normal  6; 
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(d)  a  minimum  premium  rate  of  4%  of  full  contract  value  as  opposed  to  the 
usual  .04%  for  good  risk  countries  generally;  and 

(e)  cover  to  be  provided  only  to  exporters  in  respect  of  whom  claims  had  not 
arisen  in  Iraq  or  who  had  subsequently  secured  payment." 

It  was  on  the  basis  that  cover  would  be  granted  on  those  terms  that  Minister  sought  the 
approval  of  the  Government  to  raise  the  ceiling  for  insured  exports  to  Iraq.  This  fact  is 
emphasised  by 

(1)  the  reference  at  9(c)  of  the  Memorandum  which  deals  with  the  arguments  for  the 
granting  of  the  approval  to  the  fact  that 

"Premium  income  at  4%  of  contract  values  approximates  £5.5m  representing  over 
70%  of  the  cumulative  deficit  under  the  Scheme  as  at  31/12/1986,  and 

(2)  the  Minister  pointing  out  at  the  end  of  Paragraph  10  of  the  said  Memorandum  "that 
the  terms  under  which  he  is  proposing  that  cover  be  offered  are  very  restrictive  and 
expensive.** 

The  recorded  decision  of  the  Government  as  appears  from  the  letter  dated  the  8th  Sep- 
tember 1987  was 

"that  the  ceiling  for  insured  exports  to  Iraq  should  be  raised  from  £70m  to  £150m" 

This  decision  does  not  deal  with  the  conditions  set  forth  in  the  Memorandum  for  Govern- 
ment and  which  provided  the  basis  for  the  approval  sought. 

As  a  result  of  the  decision  of  the  Supreme  Court  in  the  case  of  the  Attorney  General  -v- 
The  Sole  Member  of  the  Tribunal  of  Inquiry  into  the  Beef  Processing  Industry,  the  Hon- 
ourable Liam  Hamilton,  on  the  issue  of  "Cabinet  Confidentiality'1  the  Tribunal  was  pre- 
vented from  inquiring  into  the  question  whether  or  not  the  approval  granted  by  the  Gov- 
ernment was  based  on  or  subject  to  the  imposition  of  the  terms  upon  which  such  Export 
Credit  Insurance  would  be  granted. 

In  the  course  of  his  judgement,  the  Chief  Justice  stated: — 

"I  would,  therefore,  conclude  that  the  claim  for  confidentiality  of  the  contents  and 
details  of  discussions  at  meetings  of  the  Government,  made  by  the  Attorney  General 
in  relation  to  the  inquiry  of  this  Tribunal  is  a  valid  claim.  It  extends  to  discussions 
and  to  their  contents,  but  it  does  not,  of  course,  extend  to  the  decisions  made  and  the 
documentary  evidence  of  them,  whether  they  are  classified  as  formal  or  informal 
decisions.  It  is  a  constitutional  right  which,  in  my  view,  goes  to  the  fundamental 
machinery  of  government,  and  is,  therefore,  not  capable  of  being  waived  by  any  indi- 
vidual member  of  a  government,  nor  in  my  view,  are  the  details  and  contents  of 
discussions  at  meetings  of  the  Government  capable  of  being  made  public,  for  the 
purpose  of  this  Inquiry,  by  a  decision  of  any  succeeding  Government." 

The  terms  of  the  cover  granted  to  AIBPI  as  set  forth  in  Mr  O'Reilly's  letter  dated  the  8th 
day  of  October  1987  to  Mr  Brian  Britton  were  substantially  better  than  those  set  forth  in 
the  Memorandum  for  Government  and  which  had  previously  applied. 


54 


Chapter  Six 


Cover  was  granted  in  respect  of  80%  of  the  value  of  the  contract  instead  of  the  70% 
maximum  contract  referred  to  in  the  Memorandum  for  Government:  a  claims  waiting 
period  of  6  months  was  agreed  instead  of  the  12  months  period  referred  to  in  the  Memor- 
andum for  Government  and  premium  rate  of  1%  in  lieu  of  the  minimum  premium  rate 
of  4%  of  full  contract  value  referred  to  in  the  Memorandum  for  Government. 

The  further  premium  of  2%  of  contract  value  was  only  to  become  payable  in  the  event  of 
a  claim  and  would  be  charged  in  the  form  of  a  deduction  from  the  claim  paid  irrespective 
of  the  size  of  the  claim  or  whether  a  subsequent  recovery  is  made. 

The  main  effect  of  this  agreement,  apart  from  the  increase  in  the  amount  of  cover  and 
the  limitation  of  the  claims  waiting  period  to  six  months,  is  that  the  premium  payable  on 
the  issue  of  the  policy  was  $1.345m  rather  than  $5.380m  which  would  have  been  payable 
if  the  conditions  set  forth  in  the  Memorandum  for  Government  had  been  adhered  to. 

Similar  terms  were  granted  to  Hibernia  Meats  subject  only  to  the  variation  that  the  cover 
was  limited  to  70%  of  the  full  contract  value  because  they  were  obliged  to  grant  18  months 
credit  in  respect  of  a  contract  value  $46m  which  meant  that  the  premium  payable  as  a 
result  of  such  offer  was  $.46m  rather  than  a  premium  of  $1.84m  which  would  have  been 
payable  if  the  conditions  set  forth  in  the  Memorandum  for  Government  had  been  adhered 
to. 

On  the  same  day  Mr  Timbs  wrote  to  Mr  Colligan  of  the  Insurance  Corporation  of  Ireland 
in  the  following  terms:— 

"Dear  Paul 

I  am  writing  to  you  to  set  out  the  terms  on  which  Export  Credit  Insurance  has  been 
agreed  for  the  Anglo  Irish  Beef  Processor's  (AIBP)  contract  in  Iraq.  A  copy  of  letter 
dated  30  August,  1987  from  Goodman  International  is  attached  for  information.  The 
contract  value,  exclusive  of  EEC  refunds,  amounts  to  USD  134.5  million  and  the 
terms  approved  by  the  Minister  are: — 

(1)  Cover  to  be  provided  for  80%  of  contract  value  net  of  export  refunds;  our  max- 
imum liability  will  be  the  Irish  pound  equivalent  of  80%  of  USD  134.5  million, 

(2)  A  claims  waiting  period  of  6  months  to  apply. 

(3)  Premium  payable  up  front  of  1%  of  insured  contract  value  (i.e.  1%  of  USD 
134.5  m).  A  further  non-refundable  premium  of  2%  of  insured  contract  value  is 
payable  in  the  event  of  any  claim.  This  premium  will  be  charged  in  the  form  of 
a  deduction  from  the  claim  paid  irrespective  of  the  size  of  the  claim  or  whether 
a  subsequent  recovery  is  made. 

(4)  Payment  to  be  secured  by  360  day  Irrevocable  Letter  of  Credit  issued  by  Rafi- 
dain  Bank,  Iraq. 

(5)  No  commission  will  be  payable  to  intermediaries. 

(6)  Management  fee  and  profit  to  be  retained  by  ICI  will  be  20%  of  one  quarter  of 
the  1%  premium  amount. 
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(7)  Cover  will  relate  to  named  shipments;  in  addition  the  exporter  will  be  obliged 
as  a  condition  of  his  policy  to  inform  ICI,  within  7  days,  of  dates  and 
values/tonnages  of  shipments  and  payments. 

(8)  A  short-terms  finance  guarantee  to  be  provided  in  accordance  with  (1)  above  if 
sought. 

(9)  As  a  condition  of  the  policy,  the  exporter  to  demonstrate  to  the  satisfaction  of 
ICI/Department  that  the  beef  is  100%  sourced  and  processed  in  the  Republic 
of  Ireland. 

(10)  The  existing  causes  of  loss  covered  in  Iraq  will  apply. 

Yours  sincerely 
Joe  Timbs 
Principal  Officer" 

As  will  be  seen  from  Mr  Timbs'  letter  to  Mr  Colligan,  it  was  expressly  provided  at  (9) 
thereof  that:— 

"As  a  condition  of  the  policy,  the  exporter  to  demonstrate  to  the  satisfaction  of 
ICI/Department  that  the  beef  is  100%  sourced  and  processed  in  the  Republic  of 
Ireland". 

At  this  stage,  agreement  had  been  reached  between  the  Department  of  Industry  and 
Commerce  and  Goodman  International  on  the  terms  to  be  applied  to  the  allocation  of 
Export  Credit  Insurance  in  respect  of  this  contract  for  $1 34.5m  viz  80%  on  the  basis  of 
12  months  credit  being  the  Irish  pound  equivalent  of  $107.60m  which  at  that  time  was 
£69.42m. 

On  the  8th  day  of  September  1987  as  already  stated  the  Minister  for  Industry  and  Com- 
merce had  verbally  indicated  that  he  would  allocate  to  Hibernia  Meats  Ltd  and  Master 
Meats  Ltd  Export  Credit  Insurance  to  each  of  these  companies  in  the  sum  of  f  10m  each 
with  a  credit  period  of  18  months  but  cover  would  be  restricted  to  70%  of  the  contract 
value. 

Subsequent  to  that  meeting  on  the  8th  September  1987  Mr  Murphy  of  Hibernia  Meats 
wrote  to  the  Minister  adverting  to  the  fact  that  they  had  in  June  1987  sought  cover  from 
the  ICI  for  a  total  of  $46m  with  a  two-year  credit  period  and  stating 

"If  this  matter  is  being  actively  considered  I  would  like  you  to  keep  our  request  in 
mind" 

On  the  18th  September  1987.  Mr  Timbs  and  Mr  O'Mahony  of  the  Department  of  Industry 
and  Commerce  met  with  Mr  Oliver  Murphy  of  Hibernia  Meats  Ltd  to  discuss  the  terms 
°f  the  allocation  of  f  10m  which  the  Minister  had  agreed  to  allocate  and  which  Mr  Timbs 
stated  were:— 

(i)  70%  cover  ; 

(11)  Premium  of  1%  payable  up-front  plus  a  further  2%  payable  in  the  event  ot  a 
claim; 

(iii)  All  payments  to  be  secured  by  18  months  irrevocable  letter  of  credit. 


86 


Chapter  Six 


(iv)  A  claims  waiting  period  of  6  months  to  apply. 

At  this  meeting  Mr  Murphy  stated  that  he  had  heard  from  reliable  sources  that  a  large 
beef  exporter  had  obtained  very  favourable  terms  from  the  Department  in  respect  of  the 
allocation  of  Export  Credit  Insurance  in  respect  of  beef  exports  to  Iraq  and  had  obtained 
cover  for  exceeding  the  £10m  which  his  company  had  obtained. 

He  stated  that  he  wished  to  record  his  deep  dissatisfaction  with  the  situation  where  one 
beef  exporter  appeared  to  have  taken  the  lions  share  of  Export  Credit  Insurance  Cover 
for  Iraq. 

He  sought  additional  cover  but  Mr  Timbs  stated  that  he  did  not  have  authority  to  agree 
additional  cover  but  would  inform  the  Minister  of  the  request. 

Following  the  meeting  between  the  Department  of  Industry  and  Commerce  and  Mr  Oliver 
Murphy  of  Hibernia  Meats  Limited  on  the  18th  September  1987,  Mr  O'Mahony  of  the 
Department  prepared  a  memo  raising  a  number  of  issues: — 

"(1)  If  we  are  to  provide  Export  Credit  Insurance  in  Iraq  on  an  equitable  basis  for 
all  beef  exporters  then  the  terms  which  Hibernia  Meats  Ltd  would  be  entitled 
to  on  a  360  days  ILC  or 

(i)  80%  cover 

(ii)  premium  of  1%  plus  2%  (in  event  of  claim), 

(iii)  claims  waiting  period  of  6  months. 

These  are  the  terms  offered  to  Anglo  Irish  Meats  on  their  full  contract  value. 
Hibernia  Meats  Limited  have  a  contract  value  at  46  million  US  dollars  or  expo- 
sure on  the  above  terms  would  be  $46  million  at  1.46  exchange  multiplied  by 
80%  equals  £25,2  million  Irish.  Premium  would  be  £315,000  Irish  plus  £630,000 
Irish. 

(2)  I  do  not  think  that  there  are  any  grounds  for  refusing  the  terms  detailed  above 
to  Hibernia  Meats.  (Except  where  the  credit  period  is  18  months  in  which  case 
they  get  70%  cover). 

The  point  at  issue  therefore  is  whether  we  should  limit  our  liability  (to  £10 
million  or  £20  million)  on  this  contract  when  there  is  no  such  limit  in  place  on 
the  Anglo-Irish  deal.  If  the  existing  limit  (£10  million  Irish)  which  was  agreed 
by  the  Minister,  is  to  be  altered,  then  the  Minister's  approval  will  once  again  be 
required." 

This  minute  lead  to  a  discussion  within  the  Department  and  the  view  was  expressed  that 
having  regard  to  the  effect  that  there  was  money  at  that  time  outstanding  and  that  there 
were  sums  due  between  September  and  December  of  approximately  £5.2  million  that  the 
level  of  cover  already  offered  should  not  be  increased. 

On  the  30th  of  September  1987  Mr  Fanning  in  a  minute  to  Mr  Walsh  in  the  Department 
of  Industry  and  Commerce  noted 
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"As  regards  Hibcrnia's  request  for  cover  on  a  US$46  million  contract  in  Iraq,  the 
company  have  been  offered  cover  subject  to  a  IR£10  million  ceiling  on  total  exposure 
to  be  borne  by  the  Minister.  The  company  are  however  unhappy  with  this  offer  and 
would  like  the  ceiling  to  be  increased  to  IR£20  million.  The  company  have  cited  the 
favourable  terms  quoted  to  another  major  beef  processor  and  would  like  to  be  treated 
equitably  by  the  Department. 

The  point  is  however  that  we  have  incurred  losses  of  approximately  IR£L3  million 
on  claims  in  respect  of  defaults  on  the  Dantean  contract  in  Iraq  (Dantean  is  a  subsidi- 
ary of  Hibernia)  and  my  view  is  that: — 

(i)  We  should  withhold  offering  insurance  cover  to  Hibernia  until  all  overdue 
Dantean  debts  are  paid;  and; 

(ii)  Tell  Hibernia  that  we  will  be  prepared  to  consider  their  request  for  cover  in 
Iraq  up  to  a  IR£20  million  ceiling  if  they  are  successful  in  recovering  overdue 
debts/1 

On  the  6th  of  October  Mr  Murphy  informed  the  Department  that  he  anticipated  that 
money  in  the  amount  of  £2.38  million  due  from  Iraq  would  be  paid  within  a  short  period 
of  time. 

On  the  7th  of  October  1987  Mr  Timbs  wrote  to  Mr  Murphy  of  Hibernia  Meats  Ltd  offering 
him  cover  Export  Credit  Insurance  on  a  contract  in  Iraq  for  Irish  beef. 

The  letter  was  in  the  following  terms:— 

"Mr  Oliver  Murphy, 
Director, 

Hibernia  Meats  Ltd, 

Sallins, 

Co.  Kildare. 

Dear  Mr  Murphy, 

I  am  writing  to  you  following  your  meeting  with  Minister  Reynolds  and  our  sub- 
sequent discussions  about  Export  Credit  Insurance  for  Iraq. 

I  can  now  confirm  that  the  following  terms  of  insurance  are  available  for  your  contract 
in  Iraq: 

(i)  70%  cover  up  to  a  maximum  State  liability  of  IR£10m. 

(ii)  (a)  Premium  of  1%  of  contract  value  covered  (i.e.  1%  of  IR£14.28m.)  pay- 

able upfront. 

(b)  A  further  premium  of  2%  of  contract  value  is  payable  in  the  event  of  a 
claim  which  will  be  non-refundable  irrespective  of  the  size  of  the  claim 
or  whether  or  not  there  is  a  subsequent  recovery  and  which  will  he 
deducted  from  the  claim  payment 

(iii)  All  payments  to  be  secured  by  18  months  irrevocable  letter  of  credit. 

(iv)  A  claims  waiting  period  of  6  months  to  apply. 
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If  you  obtain  360  day  irrevocable  letters  of  credit,  the  Minister  may  consider 
amending  the  above  terms  of  insurance.'' 

However  on  the  15th  day  of  October  1987  the  Minister  for  Industry  and  Commerce 
decided  that  the  additional  cover  sought  by  Hibernia  Meats  Ltd  would  be  allocated  and 
that  they  should  be  told  that  they  were  expected  to  recover  all  the  money  due  in  respect 
of  previous  cover  before  the  end  of  December  1987. 

In  accordance  with  the  Minister's  direction  Mr  Timbs  wrote  to  Hibernia  Meats  Ltd  on 
23rd  October  1987  as  follows:— 

The  letter  was  in  the  following  terms:— 

kT  am  directed  by  the  Minister  for  Industry  and  Commerce  to  refer  to  your  repres- 
entations about  Export  Credit  Insurance  for  Iraq.  The  Minister  has  decided  that  the 
Export  Credit  Insurance  cover  will  be  available  for  the  full  value  of  your  contract  in 
Iraq. 

I  can  therefore  confirm  that  the  following  terms  of  insurance  are  available  for  your 
contract.  These  terms  replace  those  given  in  my  letter  to  you  of  7th  October,  1987, 

(1)  70%  cover  on  a  contract  value  of  US$46  million. 

(2)  (a)  Premium  of  1%  of  contract  value  covered  payable  up  front. 

(b)  A  further  premium  of  2%  of  contract  value  is  payable  in  the  event  of  a  claim 
which  will  be  non-refundable  irrespective  of  the  size  of  the  claim  or  whether 
or  not  there  is  a  subsequent  recovery  and  which  will  be  deducted  from  the 
claim  payment. 

(3)  All  payments  to  be  secured  by  18  months  irrevocable  letter  of  credit  issued  by  an 
approved  bank. 

(4)  A  claims  waiting  period  of  6  months  to  apply. 

If  you  obtain  360  day  irrevocable  letters  of  credit,  the  Minister  may  consider 
amending  the  above  terms  of  insurance. 

The  Minister  has  also  asked  me  to  say  that  he  expects  that  you  will  continue  to  make 
every  effort  to  recover  the  remaining  monies  due  from  Iraq  on  the  Dantean  contract.*' 

On  the  22nd  of  September  1987  Mr  Pascal  Phelan  of  Master  Meat  Packers  Group  wrote 
to  the  Department  of  Industry  and  Commerce 

"Further  to  our  recent  meetings,  I  confirm  that  we  have  our  Export  Credit  Insurance 
requirement  for  export  of  frozen  boneless  beef  to  Iraq  for  £10,000,000.  This  represents 
a  sale  of  4,000  tonnes/' 

I  should  appreciate  it  if  you  would  let  me  know  availability  rate  and  other  details  at 
your  earliest  convenience" 

In  reply  Mr  Timbs  wrote  on  the  22nd  October,  1987  to  Mr  Phelan  in  the  following  terms:— 

"l  am  directed  by  the  Minister  for  Industry  and  Commerce  to  refer  to  your  letter  of 
22  September,  1987,  applying  for  Export  Credit  Insurance  in  respect  of  beef  exports 
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to  Iraq  valued  at  IR£10m.  and  to  confirm  that  he  has  agreed  that  Export  Credit 
Insurance  will  be  provided  on  the  following  terms: 

(i)  cover  to  be  provided  for  70%  of  contract  value  exclusive  of  export  refunds; 
the  Minister's  maximum  liability  will  be  the  IR  Pound  equivalent  of  70%  of 
IR£10m; 

(ii)  a  claims  waiting  period  of  6  months; 

(iii)  payment  by  18  months  Irrevocable  Letter  of  Credit  issued  by  an  approved 
bank; 

(iv)  (a)  premium  of  1%  of  contract  value  payable  on  writing  policy  (i.e.1%  of 

IR£10m.); 

(6)  a  further  premium  of  2%  of  contract  value  is  payable  in  the  event  of  a 
claim  which  will  be  non-refundable  irrespective  of  the  size  of  the  claim 
or  whether  there  is  a  subsequent  recovery;  this  further  premium  to  be 
deducted  from  the  claim  payment. 

If  you  obtain  360  day  irrevocable  letters  of  credit,  the  Minister  may  consider 
amending  the  above  terms. 

If  you  would  like  to  apply  for  this  insurance  you  should  contact  Mr  Pat  Leamy  or  Mr 
John  Barton  at  the  Insurance  Corporation  of  Ireland  pic,  who  will  be  able  to  deal 
with  your  application;1 

As  a  result  of  such  letters  to  AIBP,  Hibernia  Meats  Ltd  and  Pascal  Phelan  of  Master 
Meats,  the  exposure  in  respect  of  Export  Credit  Insurance  had  been  increased  by  approx- 
imately £100.83m  by  the  23rd  day  of  October  1987. 

On  the  15th  September  1987  Messrs  John  Egan  and  Vincent  Burke  of  Agra  Trading  Ltd 
met  with  Messrs  John  Fanning  and  Dermot  O'Mahony  of  the  Department  of  Industry  and 
Commerce  and  requested  Export  Credit  Insurance  cover  in  respect  of  a  proposed  contract 
for  the  supply  of  5000  tonnes  of  boneless  beef  valued  at  $  17m  with  a  credit  period  of  two 
years. 

They  were  informed  that  their  application  would  be  facilitated  in  respect  of  a  credit  period 
of  18  months  with  70%  cover. 

By  letter  dated  the  28th  day  of  October  1987,  Agra  Trading  Ltd  wrote  to  the  ICI  referring 
to  this  meeting  and  stated  that 

"We  were  informed  that  Agra  Trading  Limited's  application  for  Export  Credit  Insur- 
ance covering  70%  of  a  contract  valued  at  USDS  17m  would  be  available  with  a  credit 
period  of  up  to  18  months. 

Our  representatives,  Messrs  O'Halloran  and  V.  Burke  are  travelling  to  Baghdad  next 
week  with  a  view  to  finalising  the  contract  and  I  will  be  in  contact  with  you  on  their 
return  with  final  details." 

On  the  21st  October  1987  Halal  Meat  Packers  telephoned  ICI  seeking  to  be  included  in 
xport  Credit  Insurance  Cover  Scheme  which  they  had  become  aware  had  been  re-opened 
was  bein8  allocated  to  processors  with  contracts  in  Middle  Eastern  countries. 
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On  the  22nd  of  October  1987  ICI  received  a  telephone  query  from  the  Minister  for  Fin- 
ance's office  on  behalf  of  Halal  Meat  Packers.  Halal  apparently  had  been  seeking  the 
Minister's  assistance  in  helping  their  application  to  ICI  for  inclusion  on  the  Export  Guar- 
antee Scheme  being  provided  to  various  meat  exporters  signing  large  contracts  at  that 
time  in  the  Middle  Eastern  countries.  Halal  Meat  Packers  were  informed  that  they  should 
prepare  their  application  documents  as  quickly  as  possible  and  apply  in  the  same  way  as 
other  applicants  had  done. 

ICI  notified  the  Department  of  Industry  &  Commerce  of  the  pending  application  on  the 
same  day. 

On  the  26th  of  October  1987  Halal  Meat  Packers  applied  in  writing  to  the  Insurance 
Corporation  of  Ireland  for  Export  Credit  Insurance  in  respect  of  a  contract  value  of  $25 
million  for  beef  exports  to  Iraq.  The  company  said  they  were  presently  tendering  for  a 
contract  of  that  value  but  had  not  yet  signed. 

On  the  4th  of  November  1987  the  Minister  for  Industry  &  Commerce  wrote  to  the  Minister 
for  Finance  replying  to  his  representation  on  behalf  of  Halal  Meat  Packers  in  the  following 
terms:— 

"I  wish  to  refer  again  to  your  representations  on  behalf  of  Mr  P.  J.  Clarke  of  Halal 
Meat  Packers,  Ballyhaunis,  Co.  Mayo,  regarding  Export  Credit  Insurance  for  Iraq, 

"The  Government,  as  you  know,  in  recognition  of  the  importance  of  the  Iraqi  market 
to  Irish  exporters,  have  decided  to  raise  the  ceiling  on  insured  exports  to  Iraq.  You 
will  appreciate  nonetheless  that  the  provision  of  insurance  cover  for  Iraq  must  con- 
tinue to  be  subject  to  stringent  terms  and  conditions  which  reflect  the  risks  involved 
in  underwriting  exports  to  that  country.  Thus,  for  example  given  the  volatile  situation 
in  Iraq  and  the  ongoing  tensions  in  the  Gulf,  the  maximum  credit  period  which  I  have 
generally  been  prepared  to  underwrite  is  1  year. 

The  recent  proposal  from  Halal  Meat  Packers  involves  a  credit  period  of  2  years  and 
I  am  not  prepared  to  underwrite  contracts  including  this  credit  term.  The  Export 
Credit  Insurance  Scheme  has  become  an  increasing  burden  on  the  Exchequer  in 
recent  years  due  to  a  significant  increase  in  claims.  Accordingly  I  am  anxious  to 
ensure  that  the  State  is  not  over  exposed  in  the  operation  of  the  scheme. 

What  I  am  prepared  to  offer  Halal  Meat  Packers,  however,  is  insurance  cover  for 
Iraq  on  credit  terms  of  18  months.  I  am  conscious  that  exporters  such  as  Halal  are 
having  difficulties  is  obtaining  orders  in  Iraq  based  on  1  years  credit  and  I  am  now 
willing  to  consider  18  months  credit  terms  in  certain  circumstances.  If  the  company 
wishes  to  avail  of  this  offer  they  should  submit  a  fresh  application  to  the  Insurance 
Corporation  of  Ireland  pic.  who  operate  the  Export  Credit  Insurance  Scheme  on  my 
behalf. 

On  the  26th  day  of  October  1987  Halal  Meat  Packers  (Ballyhaunis)  Ltd  applied  to  the 
Insurance  Corporation  of  Ireland  for  Export  Credit  Insurance  cover  in  respect  of  a  con- 
tract worth  $25  million  in  Iraq.  In  the  course  of  their  said  letter  they  sought  cover  for  a 
two  year  period  from  date  of  shipment. 
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This  company  had  sought  the  assistance  of  the  then  Minister  for  Finance,  Ray  Mac  Sharry 
TD  in  obtaining  such  Export  Credit  Insurance  and  representations  were  made  by  him  to 
the  Minister  for  Industry  &  Commerce. 

By  letter  dated  4th  November  1987  the  Minister  for  Industry  &  Commerce  informed  the 
Minister  for  Finance  that  he  was  not  prepared  to  underwrite  contracts  including  a  credit 
term  of  two  years.  He  informed  him  that  he  was  prepared  to  offer  Halal  Meat  Packers 
insurance  cover  for  Iraq  on  credit  terms  of  18  months  and  stated  that: — 

"If  the  company  wishes  to  avail  of  this  offer  they  should  submit  a  fresh  application 
to  the  Insurance  Corporation  of  Ireland  pic  who  operate  the  Export  Credit  Insurance 
scheme  on  my  behalf.'1 

By  telex  dated  the  4th  day  of  November  1987,  Halal  confirmed  to  the  Department  of 
Industry  &  Commerce  that  they  would  be  prepared  to  accept  an  18  month  credit  term. 

By  letter  dated  the  5th  day  of  November  1987,  Halal  confirmed  to  the  Insurance  Corpora- 
tion of  Ireland  their  application  for  cover  as  contained  in  their  letter  dated  the  26th  day 
of  October  1987  subject  to  the  variation  that  the  request  was  for  credit  for  a  period  of  18 
months  rather  than  the  24  months  originally  sought. 

By  telex  dated  the  5th  day  of  November  1987,  Halal  informed  the  Insurance  Corporation 
of  Ireland  that  they  were  seeking  cover  of  90%  of  the  value  of  the  contract  and  requested 
them  to  seek  such  increase  in  the  level  of  cover. 

By  telex  dated  the  5th  day  of  November  1987,  the  Department  of  Industry  &  Commerce 
informed  the  Insurance  Corporation  of  Ireland  that: — 

'This  company  may  be  given  cover  on  the  following  basis  subject  to  your  usual  under- 
writing requirements  for  Iraq: — 

(1)  Contract  value  US$25m  (exclusive  of  EEC  refunds). 

(2)  Level  of  indemnity  —  70%. 

(3)  Payment  by  18  months  IL/C 

(4)  Six  months  claims  waiting  period." 

On  the  5th  November  1987  John  Stanley  of  Halal  contacted  Mr  O'Mahony  of  the  Export 
Credit  Section  of  the  Department  of  Industry  &  Commerce  seeking  cover  for  90%  of  the 
value  of  the  contract  but  was  informed  that  nobody  had  succeeded  in  getting  such  terms 
since  1983. 

However  they  informed  him  that  if  they  succeeded  in  limiting  the  credit  period  to  360 
days  that  consideration  would  be  given  to  increasing  the  percentage  of  cover. 

On  the  16th  day  of  November  1987  Halal  by  communication  to  the  Insurance  Corporation 
°f  Ireland  sought  revision  of  their  application  for  Export  Credit  cover  relative  to  Iraq  as 
follows:— 
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(a)  $US18.6m  contract  with  credit  terms  of  12  months  and  a  level  of  indemnity  of 
80%; 

(b)  $US6.4m  contract  with  credit  terms  of  18  months  and  a  level  of  indemnity  of 
70%. 

On  the  17th  of  November  Halal  informed  the  Insurance  Corporation  of  Ireland,  by  telex, 
that  they  were  discussing  an  increased  contract  and  as  a  consequence  they  sought  an 
increase  in  the  overall  level  of  cover  from  US$25m  which  they  had  been  offered  to 
US$37.2m.  The  said  telex  was  in  the  following  terms:— 

"As  you  are  aware  we  are  currently  discussing  our  contract  with  the  Iraqis,  Our 
source  in  Iraq  has  presently  come  back  to  us  with  a  view  to  topping  up  our  original 
contract  by  4,000  tons  giving  a  total  of  12,000  tons.  We  therefore,  require  an  increase 
in  the  overall  level  of  cover  from  US$25  million  to  US$  37.2  million. 

"We  are  negotiating  a  reduction  in  credit  terms  from  18  to  12  months  in  respect  of 
this  US$37.2  and  we  require  80%  level  of  indemnity.  Shipments  will  take  place  during 
the  first  quarter  of  1988." 

On  the  13th  day  of  November,  1987  the  Minister  for  Industry  and  Commerce  met  Mr  L 
Goodman,  who  had  requested  the  meeting  to  discuss  the  question  of  the  availability  of 
Export  Credit  Insurance. 

In  anticipation  of  such  meeting  the  Export  Credit  Section  of  the  Department  of  Industry 
and  Commerce  prepared  a  briefing  Memorandum  for  the  Minister. 

This  Memorandum  was  as  follows:— 

"1.  On  the  8th  of  October  1987  Goodman  International  were  offered  Export  Credit 
Insurance  in  respect  of  beef  exports  to  Iraq  valued  at  US$134.5  million  on  the 
following  terms: — 

(i)  cover  to  be  provided  for  80%  of  contract  value  exclusive  of  export  refunds. 
The  Minister's  maximum  liability  will  be  the  IR£  equivalent  of  80%  of  $134.5 
million, 

(ii)  claims  waiting  period  of  6  months; 

(iii)  payment  by  360  day  irrevocable  letter  of  credit  issued  by  Rafidain  Bank; 

(iv)  (a)  premium  of  1%  contract  value  payable  on  writing  policy  (i.e.,  1%  of 

US$134.5  million) 

(iv)  (b)  a  further  premium  of  2%  of  contract  value  is  payable  in  the  event  of  a 
claim  which  will  be  non-refundable  irrespective  of  the  size  of  the  claim 
or  whether  there  is  a  subsequent  recovery;  this  further  premium  to  be 
deducted  from  the  claim  payment." 

Since  that  offer  (had  been  made  by  letter  of  the  8th  of  October),  Aidan  Connor  of 
Goodman  International  had  arranged  a  meeting  with  ICI  for  the  4th  of  November 
1987  to  discuss  the  provisions  of  an  Insurance  Policy  but  subsequently  cancelled  the 
meeting.  ICI  have  not  had  any  further  communication  with  the  group 
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2.  Export  Credit  Insurance  has  also  been  formally  offered  for  the  following  beef 
contracts  in  Iraq:— 


Exporter 

Contract  Value 

%  Cover 

Credit 

Date  of  Offer 

State  Exposure 

Hibernia  Meats 

$11. 5m 

80% 

12  mths 

11/11/87 

£06. 13m 

$34.5m 

70% 

18  mths 

23/10/87 

EtetGm 

Master  Meat  Packers 

JR£10m 

70% 

18  mths 

22/10/87 

£07,00m 

Halal  Meats 

$25m 

70% 

18  mths 

05/11/87 

£11 70m 

$1.50  =  (R£1.00 


3.  No  formal  commitment  has  been  given  to  the  following  company.  The  company 
were  asked  to  make  formal  application  when  they  got  their  contract  and  were  told 
they  would  receive  equal  treatment. 


Exporter 

Contract  Value 

%  Cover 

Credit 

Date  of  Offer 

State  Exposure 

Agra  Trading 

$17m. 

70% 

18  mths 

15/9/87 

4.  It  is  understood  that  Taher  Meats  will  be  looking  for  cover  for  Iraq.  No  details 
available  as  yet. 

5.  Of  the  ceiling  of  IRX150  million  for  Iraq  approximately  IR£140  million  has  been 
allocated." 


Prior  to  his  meeting  on  the  13th  with  Mr  Goodman,  the  Minister  enquired  of  Mr  Timbs 
what  the  present  position  was  in  relation  to  take  up  of  cover  for  Iraq  and  how  this  effected 
the  overall  ceiling  in  legislation.  Mr  Timbs  informed  the  Minister  that:- 

uon  the  basis  of  a  dollar  exchange  rate  of  1.6  and  a  sterling  exchange  rate  of  0.89  the 
potential  State  exposure  on  contracts  with  Iraq  amounted  to  approximately  £132.4m. 
This  figure  varied  with  exchange  rate  movement.  Furthermore  of  the  £132.4m.  only 
£17.2m  was  actual  exposure  in  that  none  of  the  beef  exporters  which  represent  the 
bulk  of  the  business  had  actually  signed  up  and  paid  premiums  as  yet/' 

It  was  explained  to  the  Minister  that  applications  from  Agra  and  another  company  would 
increase  the  potential  exposure  by  about  £8  million. 

The  Minister  was  informed  that  ICI  were  calculating  the  up  to  date  exposure  in  relation 
to  the  overall  legislative  ceiling  but  that  it  would  be  at  that  time  in  the  region  of  £200 
million  and  that  all  the  Iraqi  business  would  obviously  push  the  exposure  above  that  £300 
million  ceiling:  that  all  the  potential  exposure  would  not  happen  at  the  same  time  but 
would  build  up  over  the  next  few  months  as  shipments  were  made,  and  that  the  Depart- 
ment would  be  making  a  detailed  submission  which  would  involve  a  draft  Memorandum 
for  Government  seeking  to  have  the  ceiling  increased. 

The  Minister  of  Industry  &  Commerce  met  Laurence  Goodman  on  the  13th  November 
1987.  At  that  point  of  time,  the  Minister  for  Industry  and  Commerce  had,  as  appeared 
from  the  Memorandum  prepared  for  him,  authorised  thai  allocation  of  Export  Credit 
Insurance  to  Goodman  International  (AIBP),  Hibernia  Meats  Ltd,  Master  Meat  Packers 
Limited  and  while  no  formal  commitment  had  been  made,  Agra  Trading  Ltd  had  been 
informed  by  the  Department  of  Industry  and  Commerce  officials  that,  if  they  were  success- 
ful in  obtaining  the  contract,  which  they  had  stated  they  were  tendering  for,  viz  the  sale 


94 


Chapter  Six 


of  beef  worth  $17m  they  would  receive  Export  Credit  Insurance  cover  on  the  same  terms 
viz  70%  cover  in  respect  of  an  18  month  credit  period. 

This  meeting  between  the  Minister  for  Industry  and  Commerce  and  Mr  Goodman  is  of 
importance  and  it  is  desirable  that  the  Minister's  account  of  what  transpired  at  that  meet- 
ing should  be  stated  in  full; 

"146  A.  Yes,  on  the  13th  of  November  I  had  a  meeting  with  Mr  Goodman.  It's 
one  he  had  phoned  in  in  advance  looking  for  and  he  wanted  to  see  me 
about  seeking  additional  cover.  Before  that  meeting  I  spoke  to  Mr  Timbs 
and  asked  him  what  the  present  position  was  in  relation  to  the  take  up  of 
cover  for  Iraq  and  how  we  stood  as  regards  the  overall  statutory  ceiling.  I 
have  seen  Mr  Timbs'  note  of  this  meeting  that  was  given  here  in  evidence 
in  which  he  says  that  he  informed  me  that  the  potential  state  exposure 
in  contracts  with  Iraq  amounted  to  approximately  132.4  million  but  that 
only  17.2  million  was  as  yet  actual  exposure.  According  to  the  note,  Mr 
Timbs  also  told  me  that  another  beef  exporter  namely,  Agra  had  been 
in  contact  with  the  Department.  It  was  hoping  to  obtain  a  contract  with 
the  Iraqis  in  respect  of,  it  would  be  seeking  Export  Credit  Insurance  and 
which  would,  if  granted  increase  our  potential  exposure  about  a  further 
8  million  approximately. 

As  regards  the  statutory  ceiling,  Mr  Timbs  note  states  that  he  informed 
me  that  he  understood  our  total  exposure  to  be  in  the  region  of  200 
million.  In  relation,  Mr  Timbs1  note  also  records  him  as  telling  me  all  that 
the  Iraqi  business  would  push  us  over  the  300  million  statutory  ceiling  but 
that  all  the  potential  exposure  in  Iraq  would  not  happen  or  be  written  at 
the  same  time. 

In  any  event,  it  was  always  intended  to  go  to  Government  to  have  the 
statutory  ceiling  increased  when  required.  You  recall  that  we  had  applied 
to  the  Government  on  the  8th  of  September  and  the  Government  had 
not  agreed  to  it  at  the  8th  of  September.  It  was  always  the  intention  to 
go  back  to  the  Government  for  that.  Now,  what  I  accept  the  main  trust 
of  Mr  Timbs  note.  My  recollection  is  that  before  the  meeting,  I  asked 
Mr  Timbs  what  spare  capacity  there  was  in  regard  to  Iraq.  And  that 
would  be  a  logical  question  for  me  to  ask  going  into  a  meeting  to  know 
what  the  position  was  before  I  go  into  a  meeting  especially  when  I  knew 
what  the  purpose  of  the  meeting  was.  He  told  me  there  was  cover  for  30 
million  dollars  but  that  this  amount  included  Agra  who  informed  me  had 
been  told  that  they  would  have  an  application  considered  if  they  pro- 
duced a  contract.  Now,  in  relation  to  Agra  I  might  as  well  just  deal  with 
it  and  get  it  out  of  the  way. 

The  Agra  officials  or  Agra  representatives  had  a  meeting  with  the 
Department  on  the  15th  of  September  and  they  had  gone  off  to  Iraq  with 
a  clear  understanding  and  rightly  so  that  if  they  came  back  with  a  contract 
they  would  get  the  same  consideration  as  everybody  else.  But  I  have  to 
say  they  never  formally  applied  for  cover  and  they  never  reverted  back 
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to  the  Department  after  their  visit  to  Iraq.  Just  to  clear  the  position  with 
them.  So,thafs  a  decision.  So,  I  went  into  this  meeting  with  Mr  Good- 
man, 30  million  dollars  available.  No  more.  And  that  was  it  and  it  was 
on  that  basis  that  I  held  that  meeting  and  at  the  meeting  Mr  Goodman 
confirmed  that  he  was  seeking  further  cover  in  respect  of  what  I  under- 
stood to  be  a  sizable  extension  of  his  existing  contract.  I  can  not  remem- 
ber what  Mr  Goodman  said  was  the  amount  of  this  extra  business  except 
that  it  was  more  than  the  cover  for  30  million  dollars  for  which  Mr  Timbs 
had  told  me  was  actually  still  available  within  the  ceiling. 

I  told  Mr  Goodman  that  there  was  only  limited  cover  available  and  he 
indicated  that  the  best  that  could  be  done  for  him  was  to  provide  cover 
in  respect  of  an  additional  30  million  dollars.  When  I  so  informed  Mr 
Timbs  he  said  that  this  would  not  leave  room  for  Agra  if  they  had 
obtained  their  contract.  My  view  was  that  it  made  more  sense  to  allocate 
the  cover  to  the  man  who  had  the  business  and  indeed  if  Agra  whose 
involvement  with  Iraq  seemed  to  me  to  be  at  a  very  early  stage,  if  they 
did  succeed  in  obtaining  a  contract  I  was  willing  to  go  back  to  the  Gov- 
ernment to  facilitate  them. 

Now,  the  decision  was  talking  to  somebody  who  had  the  business,  or 
waiting  for  somebody  who  might  get  the  business.  I  made  the  decision 
and  told  Mr  Goodman  that  the  30  million  dollars  was  available  and  no 
more  was  available  despite  the  fact  that  he  said  what  he  would  be  looking 
for  was  significantly  in  excess  of  30  million  dollars. 

147    Q.    And  the  reason  you  limited  it  to  the  30  million  dollars  was  because  of 
the  information  which  Mr  Timbs  had  given  you  in  relation  to  the  ceiling? 

A.  Precisely.  I  see  that  Mr  Timbs  noted  that  Mr  Goodman  had  complained 
during  the  course  of  this  meeting  that  both  Halal  and  Agra  were  causing 
him  difficulties  in  Iraq  by  cutting  prices.  I  take  the  view  that  such  com- 
petition between  Irish  exporters  can  only  be  of  benefit  to  foreign  con- 
sumers, foreign  consumers.  It  is  against,  in  my  view,  the  national  interest 
and  the  national  economic  interest  to  allow  foreign  consumers  the  bene- 
fits of  lower  prices.  I  fail  to  see  how  Mr  O'Malley's  view  to  the  contrary 
can  be  justified. 

Furthermore,  in  the  Iraqi  market,  there  is  no  question  of  normal  competi- 
tion obtained  because  there  is  only  one  purchaser  —  the  State.  So  the 
State  has  the  obvious  advantage  of  numerous  people  coming  into  sell 
into  a  market  where  there  is  only  the  one  buyer.  They  can  put  one  against 
the  other.  We  learned  this  dear  lesson  in  Egypt,  I  think  in  1985.  We 
destroyed  the  market  ourselves.  That's  my  view. 

Now,  you  can  understand  and  indeed,  every  time  Mr  Goodman  had  a 
meeting  with  me  he  always  made  the  point  that  he  believed  he  was  the 
only  person  who  was  entitled  to  all  the  cover  that  was  available  in  Iraq 
and  understandably  so.  That's  his  argument.  I  have  to  say  that  I  was 
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sceptical  and  would  always  be  sceptical  of  anybody  complaining  to  me 
about  competition,  you  know,  interfering  with  their  line  of  business.  This 
is  one  commercial  operator  complaining  about  another.  I  would  be  scep- 
tical about  that  and  no  evidence  was  produced  to  show  it  but  never  the 
less,  I  would  always  take  it  on  board  and  keep  it  there  but  I  would  have 
to  see  more  evidence  of  it  before  I  would  pay  any  great  attention.  But, 
that's  the  position  in  relation  to  that.  Nothing  unusual  in  my  view  in 
Goodman  making  such  a  complaint  because  as  I  said,  he  believed  he 
pioneered  the  market,  he  spent  his  money,  he  invested  his  money,  he 
invested  management  time  over  the  years  and  consequently  felt  the  mar- 
ket should  be  his.  It's  important  which  of  them  went  into  the  market  first 
them  or  Hibernia.  Certainly  the  two  of  them  were  and  the  two  of  them 
were  being  supported.  I  believe  that's  the  right  thing  to  do  and  however, 
that's  the  position  and  I  want  to  reject  categorically,  reject  categorically 
that  that  meeting  as  suggested  by  Mr  O'Malley  to  this  Tribunal  that  it 
was  the  genesis,  as  he  called  it,  the  genesis  of  a  particular  policy  to  be 
pursued  by  me.  How  can  anybody  seriously  assert  that  what  happened 
at  a  meeting  that  you  weren't  present  at  or  whose  expected  to  believe 
that.  I  was  at  the  meeting.  I  am  saying  what  the  policy  was  and  I  know 
what  the  policy  was  and  I  am  saying  there  was  no  question  of  a  genesis 
in  relation  to  it  but  I  would  be  sceptical  of  anybody  making  complaints 
like  that.  The  situation  was  a  development  one  as  far  as  I  was  concerned 
in  Iraq.  Halal  and  Agra,  they  were  not  in  the  market  when  I  was 
appointed.  They  weren't  in  the  market,  I  believe,  in  my  predecessor's 
time  and  the  scale  of  competition  between  Irish  exporters  was  far  less  at 
that  stage,  was  much  less  than  it  later  became  in  1988  but  at  this  point, 
we  are  dealing  with  the  latter  part  of  1987. 

148    Q.    The  policy  you  speak  about  is  what  has  become  known  as  the  managed 
policy? 

A.  If  somebody  wants  to  define  managed  policy  to  me,  I  want  to  hear  the 
definition  because  I  have  only  come  across  that  definition  when  I  started 
to  read  about  that  Tribunal.  If  somebody  wants  to  define  what  they  mean 
by  managed  policy  I  want  to  hear  them.  Maybe  it'll  come  up  later  in  the 
Tribunal  but  — . 


149  Q.  Clearly,  were  you  concerned  there  was  no  special  policy  in  relation  or 
was  there  any  special  policy  in  relation  to  the  way  in  which  you  allocated 
the  Export  Credit  Insurance  during  this  period? 

A.  Well,  let's  just  look  at  what  I  did  during  this  period.  First  of  all,  I  dealt 
with  an  application  from  AIBP.  Early  on  April,  May.  That  a  20  million 
cover,  6  million  cover,  a  third,  a  third,  a  third.  It  didn't  take  it  up,  wasn't 
used  for  whatever  reasons.  That's  their  business.  I  came  into  September 
with  an  application  in  front  of  me  for  134  million  odd  dollars  for  cover 
That  could  not  be  accommodated  within  the  ceiling  that  was  available  to 
me  as  Minister  for  Industry  and  Commerce.  I  went  to  the  Government. 
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The  Government  took  the  view  that  they  would  increase  the  ceiling  from 
70  to  150  million  to  deal  with  the  applications  at  hand  and  they  were  the 
applications.  The  application  on  hand  at  that  time  was  AIBP,  and  talk 
from  Paschal  Phelan  about  Hibernia  but  Hibernia  always  had  one,  they 
are,  they  are  always  looking  for  an  extension  of  what  they  had.  So  the 
Government  meeting  decides  to  increase  the  ceiling  to  150  million  and 
the  details  were  given  in  the  Memorandum  that  went  to  Government. 
Negotiations  took  place.  The  AIBP  group  were  given  cover  for,  80  per- 
cent cover  on  a  12  month  period  with  the  conditions  laid  out.  Hibernia 
Meats  and  Master  meats  were  given  cover  on  different  terms  and  in  fact, 
could  be  legitimately  argued  on  better  terms  than  the  Goodman  Organis- 
ation as  far  as  Iraq  was  concerned.  70  percent  cover  but  an  18  month 
period  which  was  more  attractive  to  the  Iraqis. 

Now,  at  this  point,  I  had,  I  was,  I  had  already  an  offer  out  to  Halal  for 
25  million  dollars.  So,  instead  of  what  has  been  generally  put  out  from 
this  Tribunal,  is  that  only  two  companies  in  1987  were  offered  cover. 
That  is  not  correct.  AIBP  was  offered  cover.  Hibernia  Meats  was  offered 
cover.  Master  Meats  was  offered  cover.  Halal  Meats  were  offered  cover. 
Four,  not  two.  And  the  position  was  clearly  that  was  the  position.  There 
was  no  confinement  and  that  date  to  suggest  to  me  was  a  genesis  of  a 
new  policy.  That  was  the  policy  I  was  following  and  I  hope  everybody 
knows  that,'1 

Mr  Goodman's  account  of  that  meeting  is  as  follows;— 

"326    Q.    And  what  happened  at  that  meeting? 

A.  At  that  stage  we  were  in  negotiations  with  SCOFT,  which  is  the  Company 
that  had  just  taken  up  the  30,000  tonnes,  and  we  were  negotiating  against 
a  background  of  the  Irish  Joint  Commission  that  had  taken  place  in  Dub- 
lin, that  situation,  and  SCOFT  had  gone  out  to  tender  for  5,000  tonnes 
but  we  knew,  from  our  close  association  with  the  various  companies  and 
organizations  there,  that  they  were,  in  fact,  going  to  buy  substantially 
larger  quantities. 

327  Q.    Did  you  discuss  with  Minister  Reynolds,  at  that  time,  the  question  of  a 

contract? 

A.    I  would  have,  I'm  sure,  yes. 

328  Q.    Can  you  recollect  the  nature  of  that  discussion? 

A.  Yes.  Well,  we  would  have  said  that  we  were  in  discussions  in  relation  to 
repeat  business  with  SCOFT. 

329  Q.    I  think  you  are  aware  that  Mr  Timbs,  a  previous  witness  a  suggested  that 

you  told  the  Minister  that  you  had  obtained  a  contract  for  30  million  US? 
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A.  No,  there  wasn't  any  quantity  for  30  million.  As  I  have  laid  out  here  in 
184,  "I  returned  to  Ireland  on  Friday  the  13th  of  November  and  I  met 
with  Minister  Reynolds  and  I  have  been  shown  a  note  of  Mr  Timbs' 
discussion  with  Mr  Reynolds  on  the  13th  of  November  which  suggests 
that  I  told  the  Minister  that  I  had  obtained  a  further  contract  for  30 
million  dollars.  There  was  never  any  contract  for  this  amount  and  I  am 
quite  sure  that  I  did  not  say  to  the  Minister  that  there  was  any  such 
contract  in  existence.  We  were  anticipating  a  further  contract  with 
SCOFT  for  30,000  tonnes,  $  105  million,  and  a  repeat  contract  with 
ICAPM  and  I  am  satisfied  that  I  made  Mr  Reynolds  aware  of  the  poten- 
tial level  of  the  future  business  and  that  he  told  me,  at  that  moment,  there 
was  only  $30  million  available  and  that  the  balance  would  be  allocated 
to  AIBP  if  the  contracts  materialized  and  subject  to  the  approval  by 
Government  and  the  Dail  to  the  increase  in  the  overall  limit  of  Export 
Credit  Insurance".  So,  we  are  discussing  in  Baghdad,  prior  to  my  coming 
home,  a  repeat  of  the  business  with  SCOFT,  a  repeat  of  the  business  with 
ICAPM  based  on  our  various  discussions  with  the  various  clients  during 
the  Baghdad  Fair.  Now,  it's  against  that  background  that  I  would  have 
been  saying  to  the  Minister  that  we  were  expecting  to  do  business  of 
between  a  150  and  200  million  dollars  for  the  following  year  with  the  two 
clients." 

As  appears  from  both  the  Minister's  and  Mr  Goodman's  account  of  this  meeting  there 
was  no  question  of  Mr  Goodman  seeking  Export  Credit  Insurance  in  respect  of  a  $30m 
contract;  in  the  words  of  the  Minister  he  was  seeking  cover  "in  respect  of  a  sizeable 
extension  of  his  existing  contract"  and  according  to  Mr  Goodman  he  informed  the  Minis- 
ter that  they  "were  expecting  to  do  business  of  between  a  $150m  and  $200m  for  the 
following  year  with  the  two  clients"  viz  SCOFT  and  ICAPM,  the  two  Iraqi  Trading 
Companies. 

In  the  circumstances  outlined  in  his  evidence,  the  Minister  agreed  to  allocate  Export 
Credit  Insurance  to  Goodman  International  in  the  sum  of  $30m  which  was  the  entire 
amount  available  under  the  existing  ceiling  of  £150m. 

Mr  Goodman  stated  in  evidence  that  the  Minister  stated  that:— 

"the  balance  would  be  allocated  to  AIBP  if  the  contracts  materialised  and  subject  to 
the  approval  by  Government  and  the  Dail  to  the  increase  in  the  overall  limit  of 
Export  Credit  Insurance". 

The  question  of  whether  or  not  such  promise  was  made  is  relevant  to  the  High  Court 
proceedings  instituted  and  hereinafter  referred  to  and  will,  no  doubt,  be  determined  in 
such  proceedings. 

On  the  13th  November  1987  the  Minister  informed  Mr  Timbs  that  this  additional  Good- 
man contract  should  be  covered  on  the  usual  terms  on  the  following  Monday  16th  of 
November  1987. 

This  brought  the  level  of  exposure  up  against  the  ceiling  of  £150m.  and  meant  that  the 
Agra  Trading  Co.  Ltd  application  could  not  be  accommodated. 
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When  this  was  pointed  out  to  the  Minister,  he  stated  that  if  Agra  Trading  Ltd  obtained  a 
contract  the  question  of  the  ceiling  could  then  be  reconsidered. 

It  appears  from  Mr  Timbs  note  dated  the  16/11/1987  that  the  Minister  considered  or  had 
been  informed  that  Agra  Trading  and  possibly  Halal  were  causing  difficulties  in  Iraq  by 
cutting  prices  and  this  is  consistent  with  the  Minister's  evidence. 

Mr  Colm  O'Halloran  of  Agra  Trading  Ltd,  and  Mr  Mohammed  Khalid  of  Halal  Meat 
Packers  Ltd,  Ballyhaunis  had  been  in  Baghdad  during  the  course  of  Mr  Goodman's  visit 
to  Baghdad  seeking  to  obtain  contracts  for  the  supply  of  beef  to  ICAPM  and  SCOFT. 

Mr  Goodman  had  expressed  his  unhappiness  at  their  presence  in  Baghdad  to  the  Irish 
Ambassador  to  Iraq,  Mr  McCabe  and  Mr  McCabe  sent  a  telex  in  the  following  terms  to 
the  Assistant  Secretary  Swift  of  the  Department  of  Foreign  Affairs:— 

"FOLLOW-UP  TO  IRELAND  —  IRAQ  J.C 

1  Further  to  our  recent  messages  on  this  subject,  Mr  L.  Goodman,  Chairman  of 
Goodman  International,  dined  with  me  last  night.  He  and  a  team  from  AIBP  have 
been  in  Baghdad  since  Sunday  last  for  discussions  with  AIBP's  two  Iraqi  clients, 
The  State  Company  for  Foodstuff  Trading  and  the  Iraqi  Company  for  Agricultural 
Products  Marketing.  Mr  Colm  O'Halloran  of  Agra  Trading  Ltd,  Dublin,  and  Mr 
Mohammed  Khalid  of  Halal  Meat  Packers  Ltd  Ballyhaunis  are  also  in  Baghdad  for 
the  last  week,  seeking  business  with  the  two  clients  of  AIBP.  Mr  Goodman  is  very 
unhappy  about  this.  He  fears  (a)  Price  cutting,  (b)  that  AIBP,  which  is  doing  busi- 
ness on  a  contractual  12  months  deferred  basis  with  its  two  Iraqi  clients,  will  be 
disadvantaged  if  its  Irish  competitors  secure  business  with  one  or  both  of  AIBP's 
clients  on  the  basis  of  Irish  insurance  cover  for  18  months  deferred  payments. 

2.  Mr  Goodman  met  with  the  Iraqi  Minister  for  Transport  and  Communications,  Mr 
M  Hamza  on  10th  November.  (I  understand  that  this  meeting  was  arranged  as  a 
follow-on  to  a  meeting  which  Mr  Goodman  had  with  Minister  Hamza  en  marge  of 
the  September  J.C.  and,  I  am  told,  on  the  basis  of  a  telex  from  Minister  Brennan 
to  Minister  Hamza).  According  to  Mr  Goodman,  Minister  Hamza  at  this  10  Nov- 
ember meeting  referred  to  the  agreed  minutes  of  the  J.C.  and  told  Mr  Goodman 
that  the  Iraqi  authorities  expected  AIBP  to  supply  beef  now  on  an  18  months 
deferred  payment  basis.  (This  despite  the  fact  that  Para.  5  of  the  J.C.  agreed 
minutes,  where  it  speaks  of  increasing  credit  terms  from  the  existing  period  of  12 
months,  refers  clearly  to  "new  business".  I  had  advised  Mr  Goodman  before  the 
meeting  that  Minister  Hamza  might  take  this  line  —  see  Paras.  3  and  6  of  our  CI  81 
of  6  November).  Mr  Goodman  told  me  that  he  pointed  out  firmly  to  Minister 
Hamza  that  AIBP's  contracts  with  their  two  Iraqi  customers  contain  contractual 
provisions  for  12  months  deferred  payment,  and  that  AIBP  could  not  be  expected 
to  change  these  provisions  post-facto.  Minister  Hamza  also  told  Mr  Goodman  (as 
he  told  me  on  5  November  —  Para  5  of  our  CI  81)  that  he  is  awaiting  a  letter  from 
Minister  Brennan  arising  out  of  Para  5.  of  the  agreed  minutes  of  the  J.C. 

You  may  wish  to  copy  this  message  to  Minister  Brennan's  office." 


100 


Chapter  Six 


It  appears  from  Ambassador  McCabe's  evidence  that  Mr  Goodman  was  concerned  about 
two  aspects  of  the  presence  of  representatives  from  Agra  Trading  Ltd,  and  Halal  Meat 
Packers  Ltd, 

(i)  that  it  would  lead  to  price  cutting;  and; 

(ii)  that  AIBPI  would  be  disadvantaged  if  Agra  and  Halal  were  in  a  position  to  offer 
a  credit  term  of  18  months,  whereas  AIBP  were  doing  business  on  the  basis  of  12 
month  credit. 

This  was  not  the  first  time  that  Mr  Goodman  has  expressed  his  reservations  about  and 
objection  to  the  presence  of  his  competitors  in  Baghdad. 

During  the  months  of  June  and  July  of  1987  Agra  Trading  Limited  a  Beef  Processor  had 
been  in  touch  with  the  Trade  Section  of  the  Department  of  Foreign  Affairs. 

The  company  wrote  on  the  9th  of  June  1987  to  Tom  Bolster,  an  official  in  the  Department 
of  Foreign  Affairs,  indicating  that  they  would  like  to  visit  Iraq  to  discuss  the  export  of 
beef  with  two  companies  (i)  the  Iraq  Company  for  Agricultural  Products  Marketing  and 
(ii)  the  State  Organisation  for  Grains  and  Foodstuff  Trading  and  requested  assistance  in 
obtaining  a  visa  from  the  Iraqi  Government. 

On  receipt  of  the  letter  Mr  Bolster  contacted  the  Embassy  in  Iraq  by  telex  of  the  9th; — 

"Mr  Colm  O'Halloran  of  Agra  Trading  would  like  to  visit 

(i)  Iraq  Company  for  Agricultural  Marketing  Baghdad;  and; 

(ii)  State  Organisation  for  Grains  and  Foodstuff  Marketing. 

In  order  to  get  a  visa  he  would  need  an  invitation  from  one  or  both  of  the  above. 
Grateful  if  you  would  make  approach  in  support  of  Mr  O'Halloran's  request  and 
inform  me  of  outcome.  Ideally  visa  would  be  applied  for  in  London'*. 

The  Embassy  of  Ireland  in  Baghdad  replied  to  this  telex  requesting  background  informa- 
tion on  Mr  O'Halloran  and  Agra.  This  information  was  relayed  by  telex  of  June  16th  1987. 

"Agra  was  established  by  Friedhelm  Danz  in  1973  and  since  then  has  been  trading 
successfully  and  extensively  both  within  the  community  and  with  considerable  number 
of  third  countries  particularly  USSR  and  Middle  East.  They  are  well  known  to  the 
Department.  O'Halloran  believes  he  met  you  in  your  former  posting.  In  recent  past 
Government  Ministers  had  made  representations  on  behalf  of  the  company  to  East- 
ern Bloc  Governments". 

A  further  telex  was  sent  to  the  Embassy  in  Baghdad  on  the  30th  of  June  by  Mr  Bolster 
of  the  Department  of  Foreign  Affairs. 

"Colm  O'Halloran  of  Agra  has  been  enquiring  about  progress  with  his  request  for 
introduction  to  companies  and  invitation  for  visa  purposes.  What  is  latest  position 
please?". 
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This  telex  was  immediately  replied  to  by  the  Irish  Ambassador  to  Iraq  in  Baghdad  and 
was  received  by  Mr  Bolster  on  the  2nd  of  July  1987:— 

"Your  number  H20  Re.  Agra  bears  on  most  delicate  matter  which  is  currently  active 
and  which  you  may  not  be  aware  of.  I  am  anxious  to  avoid  any  possibility  of  the 
Department  being  placed  in  a  difficult  position  at  home.  For  background,  and  to 
facilitate  further  consideration,  I  strongly  recommend  that  you  telephone  me  immedi- 
ately at  office  or  up  to  12.00  noon  Irish  time  or  afterwards  at  home". 

Mr  Bolster  telephoned  the  Ambassador  as  requested  and  was  informed  by  the 
Ambassador:— 

that  everything  he  had  to  say  was  totally  confidential; 

2)  .  that  the  Embassy  had  not  acted  on  the  request  vis-a-vis  Agra  because  representat- 

ives of  Goodman  International  had  been  in  Baghdad  for  the  past  two  weeks  in 
major  negotiations  with  the  same  two  Iraqi  bodies  on  the  same  product; 

3)  .  That  Mr  Goodman  himself,  had  been  in  Iraq  for  the  past  few  days  and  would  be 

signing  an  extremely  large  contract  on  the  2nd  of  July  after  very  difficult  nego- 
tiations; 

4)  .  On  the  1st  of  July  Goodman  told  the  Ambassador  some  details  of  the  contract 

including  quantity  and  value  but  added  that  he  did  not  wish  the  information  pub- 
lished because  he  did  not  want  to  create  "farmer  euphoria"; 

5)  Ambassador  McCabe  did  not  communicate  the  details  of  the  contract  to  Mr  Bol- 
ster as  they  were  not  material  to  the  issue; 

6)  Goodman  further  told  the  Ambassador  that  he  had  an  agreement  with  CBF  (Tony 
O'Sullivan  previous  Chief  Executive  and  Paddy  Moore  current  Chief  Executive) 
that  CBF  would  not  introduce  other  Irish  exporters  to  markets  that  he  had  pro- 
spected thereby  avoiding  the  situation  where  others  could  undermine  or  undercut 
his  position  he  did  not  want  the  situation  to  happen  in  Iraq  which  had  happened 
in  Egypt  and  Iran; 

7)  Goodman  informed  the  Ambassador  that  he  did  not  inform  the  Department  of 
Agriculture  of  the  details  of  his  business  and  stressed  his  concern  that  nothing  be 
done  which  would  compromise  the  confidential  nature  of  his  conversation  with 
me." 

As  a  result  of  the  matters  disclosed  by  Ambassador  McCabe,  Mr  Bolster  made  certain 
inquiries  and  reported  as  follows  to  Assistant  Secretary  Swift. 

**1-  Please  see  attached  copies  of  telexes  between  myself  and  Embassy  Baghdad.  In 
summary  they  request  Embassy  to  get  invitations  from  two  Iraqi  purchasing  boards 
for  representatives  of  Agra  Trading.  In  response  to  Ambassador  McCabe's  telex 
I  telephoned  him  as  requested. 

2.  The  issue  is  whether  we  should  now  persist  through  Embassy  Baghdad  in  trying 
to  get  an  invitation  for  Agra,  or,  if  not,  what  response/explanation  we  should  give 
to  Agra. 

3.  Ambassador  McCabe  told  me,  stressing  that  everything  he  had  to  say  was  totally 
confidential,  that  the  Embassy  had  not  acted  on  my  request  vis-a-vis  Agra  because 
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representatives  of  another  Irish  company  (Goodman)  had  been  in  Baghdad  for 
the  past  two  weeks  in  major  negotiations  with  the  same  two  Iraqi  bodies  on  the 
same  commodity  (meat)  and  that  in  fact  Mr  Goodman  himself  who  had  been  in 
Iraq  for  the  past  few  days  would  be  signing  an  extremely  large  contract  on  2  July 
after  very  difficult  negotiations. 

4.  Ambassador  McCabe  said  that  he  had  had  Mr  Goodman  to  dinner  on  1  July  and 
the  latter  had  informed  him  of  some  details  of  the  contract  including  quantity  and 
value,  Mr  Goodman  said  that  he  did  not  want  this  information  publicized  because 
he  did  not  want  to  create  "farmer  euphoria"  etc.  Ambassador  McCabe  did  not 
communicate  the  details  to  me  and  they  are  not  in  fact  not  material  to  the  present 
issue. 

5.  The  issue  is  precisely  that  Mr  Goodman  told  Ambassador  McCabe  that  he 
(Goodman)  had  an  agreement  with  CBF  (Tony  O'Sullivan  previous  Chief  Execut- 
ive, and  Paddy  Moore,  current  chief  executive)  to  the  effect  that  CBF  would  not 
introduce  other  Irish  exporters  to  markets  that  he  (Goodman)  had  prospected 
and  thereby  avoid  the  situation  where  others  would  come  in  on  his  coat-tails  and 
undermine  or  undercut  his  position.  Mr  Goodman  referred  to  occasions  in  the  past 
where  precisely  this  had  happened  (Egypt,  Iran  etc).  He  was  particularly  anxious 
now  that  it  not  happen  in  Iraq.  Ambassador  McCabe  does  not  appear  to  have 
questioned  these  statements  critically,  and  his  position  may  be  understandable  to 
the  extent  that  he  did  not  want  to  take  any  action  which  might  have  been  counter- 
productive at  a  very  delicate  stage. 

6.  However  the  meat  business  is  extremely  competitive  and  even  cut  throat  and  Mr 
Goodman's  statements  are  entirely  ex  parte.  We  are  not  aware  of  any  such  agree- 
ment with  CBF  and  our  policy  and  practice  is  to  deal  with  all  exporters  in  an  even- 
handed  way.  The  owner  of  Agra-Trading,  Mr  Dantz,  one  of  Mr  Goodman's  rivals, 
has  openly  recognised  the  even-handedness  of  civil  servants  in  this  regard  but 
expressed  extreme  concern  sometime  ago  to  Mr  McDaid  that  the  "political  inter- 
ference" that  had  worked  against  him  in  other  middle  Eastern  Markets,  would  also 
be  expressed  in  respect  of  the  Soviet  Union  a  market  which  he  had  opened  up! 

7.  I  drew  Ambassador  McCabe's  attention  to  the  fact  that  he  had  only  heard  Mr 
Goodman's  half  of  the  story,  that  we  had  no  awareness  of  the  agreement  referred 
to,  that  there  was  a  long  and  complicated  history  of  rivalry  involving  both  compan- 
ies and  several  others  in  several  export  markets  and  that  while  the  delicacy  of  his 
(the  Ambassador's)  position  was  appreciated  at  this  delicate  juncture  nonetheless 
the  matter  might  have  to  be  examined  by  us  in  Dublin  in  conjunction  with 
D/ Agriculture  and  CBF  and  that  we  might  have  to  revert  to  him. 

8.  Ambassador  McCabe  said  that  Mr  Goodman  told  him  that  he  did  not  inform 
D/Agriculture  of  the  details  of  his  business  and  again  went  on  to  stress  his  concern 
that  nothing  be  done  which  would  compromise  the  confidential  nature  of  his  con- 
versation with  mc.  I  rejoined  by  saying  that  in  so  far  as  T  was  concerned  the  actual 
details  could  wait  until  they  would  appear  overtime  in  trade  statistics  and  that  any 
action  being  contemplated  would  endeavour  not  to  make  any  difficulties  for  the 
business.  Nonetheless  we  would  have  to  examine  and  reconfirm  to  him  as  neces- 
sary our  policy  of  dealing  with  all  exporters  in  an  even-handled  way. 
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9.  1  was  not  aware  that  Goodman  representatives  were  in  Baghdad  over  recent  weeks 
and  it  is  perhaps  unfortunate  that  we  were  not  informed  of  this  aspect  earlier  by 
the  Embassy.  However,  if  Mr  Goodman  decides  to  publicise  his  contract  over 
coming  days  or  weeks,  Agra  could  interpret  lack  of  action  by  the  Embassy  in 
their  regard  as  favouritism  or  whatever  towards  Goodman.  It  is  appreciated  that 
negotiations  with  the  Iraqis  by  several  Irish  parties  simultaneously  might  have  put 
the  Irish  side  over  all  into  a  "dutch  auction"  situation  but  that  is  not  an  aspect  of 
direct  concern  to  us,  and  the  current  situation  where  one  exporter  gets  treatment 
to  the  exclusion  of  others  is  from  our  point  of  view  much  more  serious. 

10.  I  am  not  sure  if  anything  of  value  can  be  gained  by  checking  out  the  "agreement", 
with  CBF  but,  have  started  enquiries  with  Department  of  Agriculture.  I  recom- 
mend that  confirmatory  instruction  be  issued  to  Embassy  Baghdad  as  soon  as 
possible  to  introduce  Agra  as  originally  requested  and  to  seek  visas  for  them.  This 
may  be  essentially  pro  forma  in  the  sense  that  Iraqi  business  is  now  spoken  for  by 
another  company  at  least  for  this  year,  but  it  is  the  minimum  required  to  maintain 
our  standing  and  credibility  vis-a-vis  of  exporters  in  general. 

T.  Bolster 
Trade  Section 
3  July  1987 

PS  My  interlocutor  in  Department  of  Agriculture  was  not  able  to  check  "agree- 
ment" matter  with  CBF  directly,  because  of  absences  of  personnel  on  leave. 
However,  he  discussed  it  with  Assistant  Secretary  Hoey  who  said  that  such 
an  agreement  should  not  exist  and  if  it  did  Department  of  Agriculture  could 
not  stand  over  it.  Assistant  Secretary  Hoey  qualified  the  remarks  by  saying 
that  CBF  might  have  a  nuanced  role  when  the  introduction  of  several  Irish 
exporters  to  a  single  market  might  only  lead  to  fruitless  infighting,  but  that 
CBF  should  apply  their  goal  of  "expanding  and  developing"  markets  where 
such  potential  existed  and  that  they  should  not  and  could  not  be  seen  as 
building  up  Irish  monopolies.  Addressing  this  point  I  put  it  to  my  Department 
of  Agriculture  interlocutor  that  Iraq,  being  a  centralised  State  Trading  coun- 
try, there  was  a  monopoly-type  situation  there.  His  reaction  was  that  while 
that  might  be  the  case  it  would  be  desirable  to  assist  any  interested  exporter 
with  introductions  to  that  market." 

On  receipt  of  this  Memorandum,  Mr,  now  Ambassador,  Swift  took  certain  steps  which  he 
described  in  evidence  as  follows: 

407  A.  "This  matter  came  directly  to  me.  I  spoke  to  the  Department  of  Agricul- 
ture as  the  lead  Department  on  matters  relating  to  the  meat  industry.  I 
asked  for  views,  specifically  on  the  question  of  the  so-called  understand- 
ing or  arrangement  with  C.B.F.  My  contact,  I  think  it  was  Deputy  Secret- 
ary Mockler  in  Agriculture  spoke  to  a  number  of  his  colleagues  including 
eventually  the  Secretary  of  that  Department.  I  spoke  to  my  Secretary 
and  at  a  later  stage,  not  very  much  later,  but  slightly  later,  directly  to  my 
Minister.  Eventually,  on  the  15th  of  July,  I  issued  the  instruction  as  I  had 
been  asked  for,  saying  that  I  had  received  a  full  report  from  Mr  Bolster 
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on  the  various  points  in  issue,  that  I  had  discussed  the  matter  widely 
within  our  own  Department  and  with  the  Department  of  Agriculture  and 
I  confirmed  that  the  Ambassador  should  approach  the  local  authorities 
and  support  the  request  of  Mr  O'Halloran  for  an  invitation  and  for  the 
visas. 

408  Q.  I  think  at  paragraph  9  at  page  3  of  the  first  document,  it  sets  out  really....- 
Does  that  set  out  the  Department  of  Foreign  Affairs  view  so  far  as  the 
Embassy  was  concerned? 

A.  Yes.  I  can  say  that  that  is  a  fair  summary  of  the  Department  of  Foreign 
Affairs  views.  I  have  to  say  that  I  would  like  to  add  something  to  it  if 
you  thought  it  would  be  useful  for  the  Tribunal  in  the  sense  that  I  think 
there  is  a  very  real  problem  here.  This  is  an  example  of  a  problem,  and 
I  would  like  to  describe,  if  you  like,  how  I  saw  then  the  problem  and,  I 
think,  continue  still  to  see  it.  I  felt  at  the  time  —  and  I  used  this  at  my 
discretion  with  others  in  my  Department  —  that  there  were  two  basic 
principles  that  had  to  be  followed  in  deciding  how  to  deal  fairly  with 
Irish  competitors'  interest  in  the  same  market.  The  first  principle  is  the 
straightforward  one  of  non-discrimination  and  equality  of  treatment,  that 
we  couldn't  refuse  to  help  any  reputable  firm  who  came  to  us  looking 
for  assistance  and  that  we  should  make  every  effort  to  treat  every  firm 
on  an  equal  footing,  that  it  wasn't  part  of  our  business  to  help  certain 
companies  monopolise  in  certain  foreign  markets.  However,  I  felt  then, 
and  I  still  feel,  that  that  principle  has  to  be  taken  together  with  another 
principle  which  is  that  the  help  given  by  the  State,  whether  it  is  the  State 
acting  through  the  agency  of,  say,  a  body  like  Coras  Trachtala  or  through 
an  Embassy  abroad  or  the  Department  of  Foreign  Affairs  or  the  Depart- 
ment of  Industry  &  Commerce  at  home,  that  the  help  given  by  the  State 
must  be  as  concrete  and  as  effective  as  possible  and,  in  order  to  be  effect- 
ive and  concrete,  that  help  must  be  geared  to  judgments  about  the  par- 
ticular situation  in  question  and  the  particular  chance  of  success  of  the 
individual  firms.  In  other  words,  that  while  equality  of  treatment  is  the 
first  and  overriding  principle,  that  equality  or  fairness  doesn't  necessarily 
imply  in  all  circumstances  and  in  all  conditions  that  the  treatment  must 
be  precisely  similar  to  different  companies,  and  I  would  refer  back  to 
what  I  said  previously  in  my  report  regarding  the  fifth  joint  commission. 
In  the  fifth  joint  commission  you  had  21  different  firms  employed  in 
Baghdad  at  the  time,  the  leader  of  the  Irish  delegation  —  with,  I  have  to 
say,  full  support  from  myself  at  least  and  I  think  from  all  of  the  civi! 
servants  involved  —  had  taken  a  decision  that  within  those,  the  various 
firms  who  were  seeking  to  do  business,  it  was  reasonable  to  pick  out 
those  firms  who  we  could  help  in  a  precise  and  concrete  way  during  the 
two  or  three  days  we  were  there.  Applying  that  sort  of  general  principle 
to  these  conditions  the  answer  was  clear,  that  we  should  help  Agra  if 
they  asked  for  what  was,  after  all,  a  minimal  type  of  help,  that  is  to  say 
help  in  relation  to  the  issue  of  invitations  and  visas.  And  that  we  should 
do  this  even  if  there  were  views  expressed  by  the  competitor  of  Agr* 
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that  this  was,  shall  we  say,  helping  a  competitor  to  exploit  certain  pos- 
sibilities that  had  been  created  in  the  first  place  by  the  first  firm  in  the 
market." 

On  the  9th  July  1987,  Mr  Bolster  contacted  the  Ambassador  and  reported  to  Assistant 
Secretary  Swift  as  follows:— 

Strictly  confidential 

Assistant  Secretary, 

Following  our  discussion  on  various  points  of  trade  with  Iraq,  I  telephoned  Ambas- 
sador McCabe  in  Baghdad  on  8/7  and  asked  for  details  of  the  recently  signed  meat 
contract  explaining  in  outline  the  context  in  which  I  was  making  the  enquiry 
(D/Finance  Memorandum)  and  notwithstanding  the  bond  of  confidentiality  under 
which  Mr  Goodman  has  placed  the  Ambassador  when  he  had  spoken  to  him  last 
week. 

Ambassador  McCabe  replied  to  my  question  by  referring  to  the  "structure  of  confid- 
entiality and  trust"  which  Mr  Goodman  had  placed  on  him  and  the  latter's  concern 
at  details  not  being  disclosed  in  Ireland  to  the  media  (to  avoid  farmer  euphoria)  or 
even  to  the  Department  of  Agriculture  in  whom  he  was  not  wont  to  confide  details 
of  his  business.  For  these  reasons,  and  fearing  that  any  disclosure  could  be  sourced 
to  him,  Ambassador  McCabe  was  most  concerned  that  what  he  was  about  to  say  not 
be  placed  in  any  Memorandum  which  would  be  circulated  outside  the  Department.  I 
explained  that  it  was  not  envisaged  that  the  details  he  would  supply  would  actually 
be  included  in  the  Memorandum  but  that  they  could  be  presented  in  some  suitable 
form  to  the  Tanaiste  who  could  draw  on  "this  argument"  if  necessary  at  the  Cabinet 
table. 

Having  repeated  his  concerns,  Ambassador  McCabe  said  that  according  to  his 
information,  two  contracts  had  been  signed:  one  for  10,000  tons  with  one  purchasing 
agency  and  another  for  30,000  with  a  second  agency.  The  contract  is  to  be  filled  over 
the  next  twelve  months  and  the  value  of  the  contract  according  to  Mr  Goodman 
was  between  £120m  and  £130m  (sic:).  I  have  drafted  "format"  or  "version"  of  this 
information  on  the  attached  sheet.  Ambassador  McCabe  said  that  his  position  could 
be  eased  on  this  matter  should  it  be  possible  for  somebody  in  Dublin  to  contact  Mr 
Goodman's  company  and  establish  an  outline  independently. 

It  may  not  be  possible  to  do  this  directly  or  in  full  but  one  possible  avenue  could  be 
to  talk  with  the  Export  Credit  Section  of  D/Industry  and  Commerce  and  probe 
whether  they  had  received  any  approach  form  Mr  Goodman  for  insurance  cover,  I 
suspect  that  they  would  only  be  willing  to  cover  a  fraction  of  the  amount  stated  above 
(f  10m  or  £20m)  but  a  positive  response  from  them  even  on  this  basis,  and  one  might 
glean  more,  would  be  most  useful  in  terms  of  responding  to  D/Finance  assertions  of 
minimal  interest  etc  in  the  Iraqi  market. 

I  also  availed  of  the  opportunity  to  speak  with  Ambassador  McCabe  on  the  matter 
of  assisting  Agra  Trading  (a  rival  meat  company)  with  introductions  and  visas  for 
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Iraq.  Ambassador  McCabe  referred  to  the  comments  which  he  had  made  to  me  last 
week  and  on  which  I  reported  to  you  at  that  time.  I  pointed  out  that  the  question  of 
an  "agreement"  with  CBF  had  been  checked  with  D/Agriculture  and  they  had 
informed  us  that  they  were  not  aware  of  an  agreement  nor  would  they  stand  over 
one  if  such  existed.  Ambassador  McCabe  reminded  me  about  Mr  Goodman's  remarks 
to  the  effect  that  other  companies  had  come  in  after  him  to  the  Egyptian  and  Iranian 
markets  and  spoiled  his  position  by  undercutting  him  and  then  not  being  able  to 
deliver.  I  pointed  out  that  Mr  Goodman  had  not  referred  to  the  Soviet  Market  where 
he  and  Agra  Trading  were  in  quasi  reverse  positions.  I  also  mentioned  that  you  and 
I  had  discussed  the  matter  and  that  I  was  conveying  your  instructions. 

Ambassador  McCabe  then  said  that  he  would  like  these  instructions  in  writing.  He 
repeatedly  emphasised  to  me  that  he  had  no  hesitation  about  carrying  out  the  Depart- 
ment's instructions  but  wished  us  to  be  aware  of  the  risk  which  could  be  involved  for 
the  Department  if  Mr  Goodman  learnt  of  the  assistance  we  offered  to  other  compan- 
ies and  was  angered  at  the  risk  of  possible  upset  for  his  business.  Ambassador 
McCabe  said  to  me  twice  that  Goodman  had  said  to  him  that  he  (Goodman)  "would 
put  it  about  in  the  Dublin  media  that  the  Department  of  Foreign  Affairs  had  queered 
his  pitch  in  Iraq  should  we  introduce  other  parties  to  the  market". 

With  reference  to  these  remarks  may  I  recall  the  remarks  made  by  Mr  Dantz  of  Agra 
Trading  to  Mr  McDaid  and  Mr  Cassidy  (D/Ag)  in  Moscow  viz  that  he  was  satisfied 
with  the  even-handed  treatment  that  he  received  from  officials  but  felt  that  the  polit- 
ical cards  were  stacked  against  him.  These  remarks  were  made  during  the  term  of  the 
previous  Government. 

I  said  to  Ambassador  McCabe  that  I  would  report  to  you  on  this  conversation  and 
take  particular  note  of  his  request  for  instructions  in  writing  on  this  matter.  I  also 
pointed  out  again  that  Mr  CVHalloran  of  Agra  had  indicated  to  me  that  he  had 
received  an  indication  from  the  Iraqi  Agency  or  Board  that  they  were  prepared  to 
meet  him  and  that  the  Embassy's  assistance  and  support  was  now  required  to  expedite 
the  invitation  and  visa  process  (i.e.  have  the  Iraqi  Foreign  Ministry  or  the  Iraqi 
Agency  inform  Iraqi  Embassy  London  and  give  them  the  necessary  visa 
authorisation). 

I  concluded  this  part  by  saying  that  we  would  revert  to  Ambassador  McCabe  as 
quickly  as  possible.  Before  finishing  Ambassador  McCabe,  bearing  the  general  role 
and  concerns  of  his  Embassy  in  mind,  expressed  the  hope  that  the  Department  was 
fully  aware  of  the  PARC  Hospital  contract  in  Baghdad  and  repeated  the  following 
details. 

PARC  are  currently  carrying  out  a  contract  for  the  two  year  period  1987-88  which  i> 
worth  approximately  US  dollars  40m  per  annum.  The  contract  will  expire  at  the  end 
of  1988.  The  Iraqis  have  indicated  to  PARC  that  a  decision  will  be  made  this  Autumn 
as  to  whether  the  contract  for  the  period  after  1988  will  be  put  out  to  tender  but  they 
have  also  indicated  that  they  could  decide  to  negotiate  separately  and  bilaterally  with 
PARC  for  the  next  extension.  PARC  naturally  hope  that  the  Iraqis  will  opt  for  the 
latter  course.  This  contract  of  course  falls  within  the  services  area  and  therefore  these 
monies  will  not  appear  in  the  visible  trade  statistics.  Even  though  Ambassador 
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McCabe  did  not  say  so  explicitly,  apart  from  wishing  to  have  the  Department  fully 
aware  of  the  value  to  the  country  of  the  current  PARC  contract,  I  believe  it  can  be 
taken  as  understood  that  any  negative  decision  in  regard  to  our  diplomatic  presence 
in  Baghdad  could  have  a  detrimental  effect  on  PARCs  negotiating  position  for  the 
next  round. 


T.  Bolster 
9  July  1987 

P.S.  PARC  confirmed  today  on  the  telephone  the  monetary  amount  of  the  contract. 
There  are  approximately  250  Irish  citizens  in  Baghdad  working  on  it  . 
D/Industry  and  Commerce  (Export  Credit  Section)  have  only  had  tentative 
enquire  so  far  from  Mr  Goodman  about  £20m  cover.  They  expect  to  hear  from 
him  again  in  September." 


On  the  17th  day  of  November  1987,  the  position  with  regard  to  Export  Credit  Insurance 
for  contracts  in  Iraq  was: 

"(i)  Existing  Exposure  £17.18m 
(i.e.  on  contracts  already  insured) 

(ii)  Commitments  (i.e.  offers  of  Insurance  made  but  not  yet  taken  up)  £133.48m 


TOTAL  £150.66m 


In  respect  of  beef  exports  the  commitments  were  expressed  to  include  the 
following: — 

Anglo  Irish                          $134.5m  @  80%  £69.42m 

$30m  80%  £15.48m 

Hibernia                              $11.5m  @  80%  £5.94m 

$34.5m  @  70%  £15.58m 


Master  Meat  Packers  $10m  @  70%  £7.00m 

Halal  $25m@70%  £1 1.29m 


TOTAL  £124.71m 


The  balance  of  £8.77m  was  in  respect  of  non-beef  exports. 

Not  included  in  this  table  are  the  applications  for  cover  from  Agra  Trading  viz 
£9.290m  and  the  additional  cover  sought  by  Halal." 

While  the  offers  made  in  respect  of  exports  to  Iraq  had  approached  but  not  exceeded 
the  authorised  cover,  namely  £150m,  concern  was  being  expressed  in  the  Department  of 
Industry  &  Commerce  that  the  statutory  limit  of  £300m  in  respect  of  all  exports  was  in 
danger  of  being  breached. 

to  the  course  of  a  minute  dated  the  25th  day  of  November  1987  from  Mr  Walsh  to  Mr 
Timbs,  Mr  Walsh  stated  that: 
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"If  all  the  offers  made  are  taken  up,  worldwide  exposure  will  gradually  increase  to  in 
excess  of  £35Qm,  £150m  of  which  will  be  in  Iraq  (approximately  43%).  By  no  stretch 
of  the  imagination  could  this  be  considered  a  balanced  portfolio." 

In  a  minute  dated  the  27th  day  of  November  1987,  from  Mr  Timbs  to  Mr  O'Reilly,  Assist- 
ant Secretary,  Mr  Timbs  referred  to  this  minute  and  stated,  inter  alia,  that: — 

"As  offers  made  now  bring  us  to  the  ceiling  of  £150m  set  by  the  Government  for 
Iraq,  we  have  to  either  increase  the  ceiling  or  close  the  market  to  further  cover  and 
refuse  the  applications  on  hand.  In  view  of  the  amount  of  Iraqi  business  relative  to 
the  overall  size  of  the  scheme,  it  would  be  difficult  to  justify  a  further  increase  in  the 
ceiling, 

44 1  accordingly  agree  with  Mr  Walsh  that  we  now  close  the  market  for  export  credit 
business  and  inform  those  who  have  applied  that  as  the  ceiling  has  been  reached, 
cover  cannot  be  made  available." 

This  situation  is  confirmed  by  the  letter  dated  30th  day  of  December  1987  from  the  Chief 
Executive  of  the  Insurance  Corporation  of  Ireland  to  Mr  O'Reilly  the  Assistant  Secretary 
in  the  Department  of  Industry  &  Commerce.  In  the  course  of  this  letter  he  stated:- 

"As  you  know  we  are  in  the  course  of  complying  with  your  Department's  instructions 
to  issue  policies  of  credit  insurance  on  your  Minister's  behalf  to  exporters  to  Iraq  and 
Iran.  This  follows  the  Government's  decision  in  September  to  extend  its  credit  limits 
for  the  two  countries  to  IR£150million  and  IR£15million  respectively." 

"Although  no  actual  policies  have  yet  been  issued,  we  have  now  been  asked  to  draw 
up  four  policies  covering  meat  exports  to  Iraq  with  an  insured  value  of  up  to  IR£146 
million  and  two  policies  for  Iran  amounting  to  IR£24  million  (which  would  exceed 
the  country  limit  if  all  utilised  at  once).  As  the  existing  policies  in  force  within  the 
Export  Credit  Insurance  Scheme  cover  approximately  IR£200  million  of  debt  and  the 
present  statutory  limit  for  the  Scheme  as  a  whole  is  only  IR£300  million,  I  thought  it 
appropriate  to  write  to  you,  before  we  are  asked  to  issue  the  new  policies,  to  draw 
attention  again  to  the  immediate  requirement  to  increase  the  overall  Scheme  and 
Iranian  limits  to  cover  the  new  exposures." 

Independently  of  the  allocations  of  Export  Credit  Insurance  authorised  by  the  Minister 
for  Industry  and  Commerce  in  respect  of  the  exports  of  beef  to  Iraq,  it  would  appear  from 
their  letter  from  ICI,  that  the  existing  policies  in  force  within  the  Export  Credit  Insurance 
Scheme  covered  approximately  £200m.  in  debt. 

If  the  commitments  then  existing,  but  not  yet  taken  up,  were  to  be  honoured  amounting 
to  £133.48m.  then  the  statutory  ceiling  of  £300  m.  would  be  breached. 

In  that  situation  though  the  Minister  for  Industry  &  Commerce  was  prior  to  his  meeting 
with  Mr  Goodman  informed  that  $30m.  was  available  for  allocation,  it  would  appear  thai 
while  it  was  available  under  the  £150m.  ceiling  for  exports  to  Iraq,  it  was  not  available 
under  the  statutory  ceiling  of  £300m. 
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This  appears  from  an  examination  of  the  figures  and  is  confirmed  by  the  terms  of  the  note 
faxed  by  Mr  Timbs  to  AIBP  International  on  the  10th  February  1988  in  the  following 
terms:— 

"Further  to  our  recent  telephone  conversation  I  confirm  that  the  Minister  has  agreed 
that  a  further  US$30m.  contract  value  covered  at  either  80%  or  70%  depending  on 
the  credit  period  has  been  allocated  to  AIBP  International  in  respect  of  contracted 
beef  sales  to  Iraq,  subject  to  the  enactment  of  amending  legislation  to  increase  the 
aggregate  amount  of  the  Minister's  liability  under  the  Export  Credit  Schemes.  As  I 
mentioned  to  you,  the  US$30m.  contract  value  is  available  within  our  ceiling  for  Iraq 
but  will  not  be  available  under  our  overall  legislative  ceiling  until  amending  legislation 
has  been  enacted." 

Indeed  the  position  with  regard  to  exposure  under  the  Export  Credit  Insurance  Scheme 
in  respect  of  exporters,  other  than  exports  to  Iraq,  was  known  to  the  Department  of 
Industry  and  Commerce  prior  to  the  preparation  of  the  Memorandum  for  Government 
dated  the  7th  day  of  September  1987. 

This  Memorandum  after  dealing  in  paragraph  7  with  a  number  of  applications  for  such 
insurance  which  would  result  in  an  additional  exposure  of  £96.5  lm  went  on  to  say  that; — 

"To  agree  to  the  above  new  requests  would  bring  the  Minister's  total  liability  in  Iraq 
to  £121 .65m,  representing  40%  of  worldwide  exposure  and  under  the  Scheme  in  the 
aggregate  to  £295m,  leaving  only  £5m  for  new  insurance  worldwide  under  the  present 
ceiling" 

The  application  referred  to  in  the  said  paragraph  involved  an  increase  in  the  State's  expo- 
sure of  £96.5 lm  and  such  amount  would  increase  the  total  exposure  to  £295m:  this  meant 
that  the  then  existing  exposure  was  £ 198,59m. 

The  allocations  made  by  the  Minister  for  Industry  and  Commerce  subsequent  to  the  Gov- 
ernment decision  of  the  8th  September  1987  to  AIBPI  (£71. 43m),  Hibernia  Meats  Ltd 
(£22.23m)  and  Master  Meat  Packers  Ltd  (£7m)  increased  that  exposure  by  £100.66m, 
making  a  total  of  £299.65m,  just  short  of  the  maximum  statutory  ceiling  of  £300m. 

On  the  basis  of  these  figures  the  allocation  of  cover  to  Halal  contained  in  the  November 
1987  telex  from  the  Department  of  Industry  and  Commerce  to  ICI  viz  70%  of  $25m 
(£11. 7m)  would,  if  granted,  have  breached  the  statutory  ceiling  and  there  was  no  availabil- 
ity within  that  ceiling  to  make  any  allocation  of  cover  to  either  Agra  Trading  Ltd  or  any 
additional  cover  to  AIBPI  (Goodman  International) 

As  the  allocations  made  to  these  three  companies  AIBPI,  Hibernia  Meats  Ltd  and  Master 
Meat  Packers  Ltd  had  increased  the  State's  exposure  under  the  scheme  to  £299.65m,  this 
meant  that  there  was  no  Export  Credit  Insurance  available,  not  only  for  other  beef 
exporters,  but  for  any  other  exporters,  unless  and  until  the  statutory  ceiling  was  increased. 

The  Memorandum  for  Government  had  sought  the  approval  of  the  Government  to  draft 
legislation  to  increase  the  ceiling  for  all  markets  from  £300m  to  £500m  but  the  Govern- 
ment made  no  decision  on  this  application  and  as  a  consequence  the  Minister  for  Industry 
Commerce  was  obliged  to  operate  the  Schema  within  the  limit  of  £300m  worldwide. 
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However,  Mr  Ted  O'Reilly  Assistant  Secretary  on  the  8th  day  of  January  1988  replied  to 
the  letter  dated  the  30/12/1987  from  the  ICI  and  stated  inter  alia,  that 

"I  can  assure  you  that  the  matter  of  amending  legislation  is  now  having  immediate 
attention  and  will  be  introduced  in  the  Oireachtas  as  early  as  possible/' 

On  the  17th  day  of  November  1987,  Halal  telexed  ICI  in  the  following  terms:— 

"As  you  are  aware  we  are  currently  discussing  our  contract  with  the  Iraqis.  Our 
source  in  Iraq  has  presently  come  back  to  us  with  a  view  to  topping  up  our  original 
contract  by  4,000  tonnes  giving  a  total  of  12,000  tonnes.  We,  therefore,  require  an 
increase  in  the  overall  level  of  cover  from  US  Dollars  25m.  to  US  Dollars  37.2m. 

"We  are  negotiating  a  reduction  in  credit  terms  from  18  to  12  months  in  respect  of 
this  US$37,2  million  and  we  require  an  80%  level  of  indemnity.  Shipments  will  take 
place  during  the  first  quarter  of  1988". 

On  the  18th  November  1987  there  was  a  meeting  between  officials  of  the  Department  of 
Finance  and  the  Department  of  Industry  and  Commerce  for  the  purpose  of  discussing  the 
operation  of  the  Export  Credit  Insurance  Scheme.  In  the  course  of  a  wide  ranging  discus- 
sion on  the  Scheme  the  following  matters  relevant  to  the  issues  before  the  Tribunal  were 
noted  by  Mr  Quigley  of  the  Department  of  Finance,  being:— 

"4  (iii)  In  September,  1987,  the  Government  effectively  raised  the  ceiling  on  cover 
for  Iraq  from  £25million  to  £150million.  At  present,  the  State's  exposure  in 
Iraq  amounts  to  £17  million  but  commitments  have  been  made  to  cover  £133 
million  (£85  million  of  which  relates  to  Goodman  International).  It  is  likely 
that  the  State  exposure  up  to  the  limit  of  £150  million,  will  rise  gradually  over 
the  next  6  —  8  months.  The  Iraqis  will  not  have  to  pay  for  the  exports  until 
12  —  18  months  have  elapsed  from  receipt  of  the  exports  and,  if  default  occurs, 
the  Exchequer  does  not  have  to  meet  claims  until  a  further  6  —  12  months 
have  elapsed.  To  date,  none  of  Goodman  International's  exports  to  Iraq  have 
been  defaulted  upon.  Nevertheless,  it  is  plain  that  the  Exchequer  is  entering 
upon  substantial  contingent  liabilities.  (Mr  Walsh  stressed  that  his  Department 
had  been  just  as  much  opposed  to  the  increase  in  the  limit  as  this  Department); 

(iv)  The  current  statutory  limit  on  the  Exchequer  liability  is  £300  million.  This  will 
have  to  be  increased  in  the  New  Year  to  at  least  £450  million.  This  Department 
could  expect  to  receive  a  draft  Memorandum  on  the  subject  shortly." 

On  the  24th  day  of  November  1987,  Mr  Stanley  of  Halal  Meat  Packers  met  Mr  Hanney 
and  Mr  Dermot  O'Mahony  of  the  Export  Credit  Section  of  the  Department  of  Industry  & 
Commerce  and  informed  them  that  his  company  had  negotiated  a  contract  to  supply 
$18  m.  of  hindquarter  beef  to  Iraq  on  360  day  Letters  of  Credit  terms  and  that  shipments 
could  start  immediately  once  Export  Credit  at  80%  cover  was  put  in  place. 

He  informed  Mr  Hanney  and  Mi  O'Mahony  that  the  Letters  of  Credit  were  at  the  Halai 
premises. 

On  the  27th  day  of  November  1987,  Mr  Barton  of  the  ICI  informed  Mr  O'Mahony,  that 
he  had  been  speaking  to  Mr  Stanley  and  that  the  position  was  that  he  did  not  have  the 


Export  Credit  Insurance 


111 


Letter  of  Credit  as  represented  to  Mr  O'Mahony  at  the  meeting  on  the  24th  day  of  Nov- 
ember 1987. 

The  Minister  for  Industry  &  Commerce  was  dissatisfied  with  regard  to  the  Halal  situation 
and  the  uncertainty  with  regard  thereto  and  sought  the  advice  of  the  Attorney  General  as 
to  whether  or  not  there  was  a  binding  offer  of  Export  Credit  Insurance  to  Halal. 

On  receipt  of  the  Attorney  General's  opinion,  the  Minister  for  Industry  &  Commerce 
decided  to  withdraw  the  offer  of  Export  Credit  Insurance  as  it  had  not  been  accepted  in 
the  terms  in  which  it  was  offered  and  instructed  his  Private  Secretary  to  inform  Halal  of 
his  decision. 

This  decision  was  made  by  the  Minister  for  Industry  &  Commerce  despite  the  note  from 
Mr  Timbs  that  which  stated  that:— 

"I  can  hardly  disagree  with  attached  advice  from  a  legal  standpoint.  However,  two 
vital  points  are: 

1.  We  have  never  refused  to  cover  when  an  offer  was  made  even  though  the  offer 
often  resulted  in  subsequent  negotiations; 

2.  The  advice,  in  the  last  sentence,  says  "if  the  Minister  does  not  accept  the  revised 
application  before  him.  The  companies  at  the  moment  are  seeking  urgent  agree- 
ment for  80%  contract  on  $18m  contract  with  12  months  credit  which  is  in  accord- 
ance with  our  criteria". 

This  decision  was  made  by  the  Minister  and  in  view  of  the  allegations  made  in  regard 
thereto  it  is  desirable  that  the  Minister's  evidence  in  regard  to  his  reasons  for  that  decision 
be  printed  in  full:— 

44 A.  Towards  the  end  of  November,  yes,  I  was  dissatisfied  with  the  entire 
Halal  situation.  In  my  view,  they  had  been  made  a  reasonable  offer  and 
had  failed  to  accept  it.  I  expressed  my  dissatisfaction  to  the  Secretary  of 
the  Department  and  it  must  be  noted  that  Mr  Donlon,  as  Department 
Secretary,  was  also  the  accounting  officer  and  my  recollection  is  that 
either  he  or  Mr  Timbs  or  both  of  them  expressed  concern  to  me  that  if 
I  withdrew  the  offer  of  cover  to  Halal  that  the  Department  could  end  up 
with  litigation.  Now,  I  just  want  to  explain  to  the  Tribunal  that  in  all  the 
ministerial  departments,  all  the  ministerial  positions  that  I  held,  in  every 
department  I  was  always  very  conscious  and,  I  have  no  doubt,  every 
other  Minister  would,  that  any  concern  expressed  by  a  Departmental 
Secretary,  who,  after  all,  is  the  accounting  officer,  who,  after  all,  has  to 
appear  before  the  Comptroller  and  Auditor  General  to  account  for  every 
scrap  of  financial  expenditure,  I  was  always  very  conscious  and  every 
Minister  would  be  to  insure  that  they  were  satisfied  with  every  action 
being  taken  because  they  are  really  accountable  for  it  afterwards  and 
once  that  sort  of  concern  would  be  expressed  lu  me,  fine,  I  would  take 
note  of  it  and  insure  that  whatever  level  of  comfort  or  whatever  advice 
they  needed  or  whatever  I  could  do  to  alleviate  any  concern  I  would 
certainly  do  it.  So,  in  relation  to  that  and  following  on  that,  my  view  was 
that  there  was  no  question  that  a  contract  existed  between  Halal  and  the 
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Department  as  Halal  had  never  accepted  the  offer  of  cover  made  to 
them.  Now,  my  understanding  of  contract,  and  it  has  always  been  that 
you  make  an  offer  and  it's  accepted  and  if  the  offer  is  not  accepted 
you  don't  have  a  contract.  That's  the  essence  of  contract  law  as  I  have 
unfortunately  learned  the  hard  way  once  in  my  lifetime  when  I  had  to  pay 
to  find  out,  but,  however,  education  in  the  university  of  life  sometimes  is 
useful  later  on.  So,  in  order  to  be  absolutely  sure  where  the  Department 
stood  I  took  the  advice  of  the  Attorney  General  on  this  matter  and  it 
also  transpired  that  Halal,  having  earlier  told  the  Insurance  Corporation 
of  Ireland  that  they  had  a  letter  of  credit  at  their  premises,  later  had  to 
admit  that  this  was  not  true.  In  fact,  the  Insurance  Corporation  advised 
the  Department  to  make  Halal  produce  the  contract,  that  they  also  said 
they  had  a  letter  of  credit  which  they  claimed  to  have.  I  informed  Mr 
Donlon  and  Mr  Timbs,  on  the  27th  of  November,  that  Halal  did  not  have 
a  commitment  as  to  Export  Credit  Insurance  cover  for  Iraq  and  I 
instructed  by  private  secretary  to  communicate  the  position  to  HalaL  I 
also  instructed  him  to  offer  Halal  a  meeting  for  the  3rd  of  December 
with  myself  and  them  to  go  over  all  the  facts  of  the  situation.  I  might  say 
to  the  Tribunal,  at  this  stage,  that  here  was  a  situation  where,  first  of  all, 
it  started  off  with  Halal  looking  for  cover  for  two  years,  then,  eighteen 
months  after  I  had  written  to  Minister  Mac  Sharry  about  it,  and  on  the 
same  day  after  getting  that  they  come  back  looking  for  90%  cover.  That 
was  on  the  5th  of  November.  On  the  16th  of  November  they  come  back 
looking  for  $18.6  million  for  a  12  month  contract  which  they  said  they 
had.  A  $6.4  million  at  18  months  cover  for  70%  and  on  the  exact  same 
day,  on  the  16th  of  November,  they  come  back  looking  for  an  increase 
in  the  amount  to  $37.2  million.  Could  anybody  seriously  believe  that  this 
company  knew  exactly  where  they  were  going  with  that  number  of 
changes  and,  finally,  to  try  and  mislead  the  Department,  the  ICI  and 
myself  that  they  had  a  contract  when  they  didn't  have  a  contract,  that 
they  had  a  letter  of  credit  and  stated  it  which  they  didn't  have  when  they 
were  asked  to  produce  it.  My  experience  in  business  is  that  your  word  is 
your  bond.  I  will  leave  it  at  that. 

183    Q.    Were  they  all  matters  which  you  gave  consideration  to  at  the  time? 

A.  I  sat  down  in  relation  to  the  27th  of  November?  I  was  certainly  absolutely 
convinced  that  there  was  something  seriously  wrong  in  a  company  that 
had  made  so  many  changes  even  on  the  same  day,  two  and  three  changes 
on  the  one  day.  Now,  I  have  experience  of  running  a  business  and  two 
or  three  changes  in  the  one  day,  figures,  terms  and  everything  else,  cer- 
tainly rings  a  question  mark  in  your  mind.  The  Minister  for  Industry  & 
Commerce  is  a  busy  man  in  normal  terms.  He  has  to  deal  with  all  sorts 
of  problems  coming  up  to  him  and  all  sorts  of  files.  He  cannot  be  running 
around  day  after  day  listening  to  various  changes,  this,  that  and  the  other. 
You  expect  companies  doing  business  with  you  and  that  expect  to  do 
business  in  the  international  market  to  know  what  they  want.  I'm  sorry 
to  say  this  company  did  not  appear  to  know  what  they  wanted.  I  then 
had  a  meeting  on  the  3rd  of  December  at  which  all  the  principals  of  the 


Halal  company  sat  down  in  the  Dail  with  myself  and  the  secretary  of  the 
Department,  John  Donlon  and  Mr  Timbs,  and  we  went  through  every 
aspect  of  this  right  down  the  line.  I  pointed  out  to  them  that  they  had 
been  treated  reasonably  and  no  different  to  anybody  else,  but  what  were 
they  at  in  chopping  and  changing.  The  attitude  at  that  meeting,  I  have  to 
say,  was  one  of  more  to  try  and  establish  that  a  legal  situation  existed 
between  the  Department  and  Halal  really  than  talking  about  business 
but,  having  said  that,  the  final  position  that  I  remember  distinctly  being 
put  to  me  was  this,  look,  Minister,  we  went  out  and  we  bought  X  thou- 
sand head  of  cattle,  we  killed  X  thousand  head  of  cattle,  we  killed  them 
to  the  Halal  cut,  we  stored  them,  we  wanted  our  Export  Credit  and  we 
wanted  our  contract  and  I  said  it  was  at  that  point  I  said  show  me  the 
contract  for  what  you  have  done,  show  me  the  contract  you  want  covered. 
They  weren't  able  to  produce  it  and  I  pointed  out  that  they  said  they  had 
it.  I  then  went  on  and  I  can  tell  you  it  was  a  fairly  heated  meeting,  to  be 
honest  with  you,  and  I  took  them  down  the  line  and  it  was  a  strange 
thing,  a  strange  thing  to  me  for  a  company  that  here  was  a  company  who 
did  everything  by  letter  or  fax  but  when  you  came  to  ask  them  to  produce 
the  document  where  they  said  that  they  had  accepted  the  offer  they  said, 
ah  well,  that  was  done  on  the  phone.  That  was  not  the  way  to  do  business 
for  a  company  that  had  apparently  done  everything  else  the  other  way. 
Having  said  that,  I  could  not,  in  all  conscience,  accept  the  situation  that 
a  company  would  come  in  to  me  and  say  we  went  out  into  marts  and 
fairs  of  Ireland  and  we  bought  X  amount  of  heads  of  cattle,  we  killed 
them,  we  put  them  in  store  to  a  specific  cut  without  having  an  order, 
without  having  a  contract,  and,  as  they  said  themselves,  without  having 
Export  Credit  and  I  have  to  say,  and  I  said  to  the  Chief  Executive  that 
day,  Mr  John  Stanley,  who  I  understand  was  here,  I  said  "Mr  Stanley, 
if  you  were  working  for  me  and  committed  a  company  to  that  type  of 
expenditure  without  knowing  where  you  were  going,  Fm  afraid  you 
wouldn't  be  working  for  me  the  following  week". 

184  Q.  And  I  think  you  have  indicated,  anyway,  your  final  position  was  your 
final  position  that  if  they  came  to  you  with  a  contract  you  would  be 
prepared  to  consider? 

A.  Yes.  They  said  they  could  produce  it.  I  said  come  back  and  show  me 
when  you  have  got  it.  Where  was  the  letter  of  credit  that  was  supposed 
to  be  available?  It  never  turned  up.  Four  and  a  half  years  later  in  this 
Tribunal  Mr  Khalid  was  here  and  he  had  to  admit  they  hadn't  a  contract. 
So,  I  mean,  I  will  leave  it  to  yourselves. 

By  telephone  on  the  evening  of  the  27th  November  1987,  Mr  Finbarr  Kelly,  the  Private 
Secretary  to  the  Minister  informed  Halal  that  the  offer  of  export  credit  was  withdrawn. 

As  outlined  by  Mr  Reynolds  in  his  evidence,  the  Secretary,  Mr  Donlon  and  Mr  Timbs 
met  with  the  principals  of  Halal  on  the  3rd  December  1987  and  after  the  discussion 
described  by  him,  he  informed  them  that  if  they  produced  a  contract  he  would  consider 
*eir  application  for  Export  Credit  Insurance. 
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On  that  evening  and  subsequent  to  that  meeting,  Mr  Rafique  of  Halal  Meat  Packers 
(Ballyhaunis)  Ltd  wrote  to  the  Minister  for  Industry  and  Commerce  as  follows:— 

"3rd  December  1987 

Mr  Albert  Reynolds  TD, 

Minister  for  Industry  &  Commerce, 
Kildare  Street 
Dublin  2. 

Dear  Minister 

I  would  like  to  express  my  gratitude  for  meeting  us  at  such  short  notice.  I  fully 
appreciate  that  your  time  is  valuable  and  that  you  must  have  many  other  government 
matters  to  attend  to. 

Please  let  me  firstly  take  this  opportunity  to  introduce  you  to  the  Halal  Group  of 
companies  and  the  history  of  the  Group. 

Brief  Group  History 

The  Sher  family  originally  came  from  Pakistan  and  are  now  Irish  and  British  nat- 
uralised citizens. 

Halal  Meat  Packers  commenced  operations  in  Ireland  during  1974  by  acquiring  an 
old  sheep  abattoir.  This  plant  was  located  at  Clare  Road,  Ballyhaunis,  County  Mayo, 
which  is  the  present  location  of  the  Group's  headquarters. 

Since  the  initial  plant  was  opened,  the  Group  has  expanded  in  Ireland,  the  United 
Kingdom  and  France.  This  was  achieved  by  both  building  new  abattoirs  and  acquiring 
established  facilities  throughout  Ireland  and  the  UK.  The  Group  were  assisted  by 
both  Member  State  Governments  and  the  European  Agricultural  Guidance  and 
Guarantee  Fund. 

A  summary  of  the  Group's  meat  processing  facilities  in  Ireland  follows:— 

Beef  per  Week  Sheep  per  week 

Ballyhaunis  4,000  20,000 

Sligo  2,000  — 

Ballaghaderreen     2,000  — 

Camolin  —  20,000 

Banagher:  Convenience  food  processing  and  cold  store  facilities. 

In  Ireland,  during  the  last  seven  years,  Halal  Meat  Packers  have  been  responsible  for 
processing  and  exporting  in  excess  of  40%  of  the  sheep  throughput  and  approximately 
10%  of  the  beef  throughput. 

The  Sher  family,  originally  from  Pakistan,  are  Arabian  by  descent  and  Muslim  by 
religion.  The  family  are  well  established  and  involved  in  the  agricultural,  industrial 
and  political  life  of  their  home  country. 

All  throughput  at  Halal  plants  is  ritually  slaughtered  in  accordance  with  the  Muslim 
rite  and  throughout  the  world  Muslims  may  only  eat  "Hala!"  meat.  Due  to  the  cul- 
tural and  religious  background  of  the  family,  the  Group  enjoys  free  access  to  North 
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African  and  Middle  Eastern  markets.  The  Group's  ritual  facilities  in  Ireland  are  the 
largest  in  Western  Europe  and  are  fully  recognised  by  all  Muslim  communities 
throughout  Europe  and  the  Middle  East. 

It  was  to  meet  the  demands  of  this  market  that  the  Group  expanded  in  the  late  1970s 
and  1980  and  will  continue  to  expand  during  the  coming  years. 

In  addition  to  these  markets,  the  Group  has  well  established  markets  in  the  United 
Kingdom  and  other  EEC  countries,  especially  France,  Germany,  Belgium,  Italy  and 
Spain. 

Export  Credit  Insurance 

Every  year,  since  commencing  operations,  the  Group  has  taken  out  an  Export  Credit 
Insurance  policy.  To  date  no  claims  have  been  made  on  this  policy.  No  doubt  the 
Insurance  Corporation  of  Ireland  who  operate  the  scheme  on  behalf  of  the  Govern- 
ment have  made  you  aware  of  this.  This  cover  has  been  provided  in  respect  of  the 
annual  company  turnover  of  £120  million  approximately. 

We  are  currently  selling  boneless  beef  to  the  Iraqi  market  and  have  requested  Export 
Credit  Insurance  cover  relative  to  same  for  which  you  have  kindly  agreed  to  provide 
facilities  of  $25  million  for  eighteen  months  at  a  70%  level  of  indemnity. 

You  should  note  that  the  Company  participated  again  this  year  in  the  EEC  Private 
Storage  Scheme  —  APS  and  managed  to  store  11,000  tonnes  of  bone-in  beef  over  a 
ten  week  period. 

It  is  this  beef  that  we  are  presently  negotiating  to  sell  to  the  Iraqi  market  and  we 
already  have  in  hand  a  contract  to  sell  6,000  tonnes  of  beef.  The  total  value  of  this 
contract  is  $18.6  million  and  will  be  paid  for  out  of  the  proceeds  of  a  360  day  letter 
of  credit. 

In  addition,  we  have  tendered  for  a  second  5,000  tonnes  which  would  have  approxim- 
ately the  same  value.  The  Iraqis  have  requested  an  eighteen  month  credit  period  in 
respect  of  this  contract.  This,  I  understand,  is  as  a  result  of  discussions  that  took  place 
between  a  delegation  from  Iraq  and  the  Irish  Government. 

We  now  require  your  confirmation  that  Export  Credit  Insurance  cover  will  be  pro- 
vided to  us  in  respect  of  this  market. 

Yours  faithfully 

HALAL  MEAT  PACKERS  (BALLYHAUNIS)  LIMITED 
Chaudry  Sher  Mohammad  Rafique, 
CHIEF  EXECUTIVE" 

On  Friday  evening  the  4th  December  1987  the  Minister  for  Industry  and  Commerce  met 
Mr  F  Walsh  and  Mr  D  O'Mahony  Export  Credit  Section,  to  discuss  the  Halal  Meat 
Packers  contract  in  Iraq. 

The  Minister  informed  Mr  Walsh  and  Mr  O'Mahony  that  the  position  is  that  Halal  did 
not  have  a  commitment  on  Export  Credit  Insurance  for  Iraq  and  that  this  had  also  been 
conveyed  to  the  company  last  week  by  the  Minister  for  Finance.  The  Minister  said  that  if 
Halal  press  the  point  they  should  be  told  firstly,  that  no  commitment  on  cover  exists,  and 
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secondly,  that  the  Minister  having  scanned  Mr  Stanley's  letter,  considered  that  the  state- 
ments made  in  the  letter  are  inconsistent,  but  that  he  will  revert  with  his  observations 
when  he  has  had  time  to  fully  consider  the  matter. 

This  minute  was  prepared  and  signed  by  Mr  CTMahony  on  the  7th  December  and  shown 
to  the  Minister  by  his  Private  Secretary  Mr  Kelly  on  the  9th  December  1987. 

On  the  instructions  of  the  Minister,  the  Private  Secretary  requested  the  Department  of 
Foreign  Affairs  to  ascertain  from  the  Iraqis  what  Irish  firms  had  signed  contracts  in 
Baghdad, 

On  the  9th  of  December  a  telex  was  sent  from  Foreign  Affairs  in  the  following  terms: — 
"9/12/87 

TO  BAGHDAD  FROM  HQ 

FOR  AMBASSADOR  FROM  T  LYONS 

PSM  in  Dept  of  Ind  and  Com  has  requested  that  Embassy  approach  Iraqis  to  ask 
what  Irish  firms  have  signed  contracts  for  supply  of  beef  to  Iraq  as  of  last  Thursday 
evening.  Information  is  required  by  this  evening  our  time.  Grateful  if  Embassy  would 
make  necessary  approaches  and  let  us  know  position." 

Ambassador  McCabe  phoned  Mr  Lyons  of  the  Department  of  Foreign  Affairs  on  receipt 
of  the  telex  of  the  9th  December.  The  Ambassador  referred  him  to  the  report  on  the 
Baghdad  Fair  (Telex  of  2nd  December  87).  The  Ambassador  was  concerned  that  AIBP 
might  be  inclined  to  complain  about  help  given  to  other  exporters  not  previously  active 
in  this  market.  At  present  there  are  representatives  of  Halal  and  Hibernia  in  Baghdad 
and  AIBP  had  enquired  specifically  about  assistance  given  to  them. 

Ambassador  McCabe  thought  there  might  be  an  understanding  between  the  three  com- 
panies that  they  would  not  undercut  each  other.  To  date  no  contract  has  been  signed  by 
any  of  the  three  in  relation  to  the  new  (unpublished)  tender. 

On  the  same  day  a  telex  from  J.  Rowan,  Baghdad  was  sent  to  Mr  Lyons:— 

"Irish  companies  which  had  concluded  contracts  to  supply  beef  to  Iraq  are  AIBP 
(June  last)  and,  to  the  best  of  our  knowledge,  Hibernia  which  we  believe  supplied 
French  beef  to  the  Market.  However  we  have  no  specific  information  on  this  latter 
contract  and  the  company  has  not  been  in  touch  with  us.  State  Company  for  Food- 
stuffs Trading  Director,  Mrs  Amal  Aziz,  told  us  today  that  nothing  has  yet  been 
concluded  in  regard  to  the  most  recent  beef  tender. 

Halal  and  Agra  representatives  returned  to  Baghdad  last  week  and,  as  far  as  we  are 
aware,  are  continuing  to  negotiate  on  the  tender". 

On  the  11th  December  Mr  Finbar  Kelly.  Secretary  to  the  Minister  for  Industry  and  Com- 
merce sent  a  further  telex  number  78 

"Re:  contract  for  supply  of  Irish  beef  to  Iraq,  the  Minister  for  Industry  and  Commerce 
has  asked  if  there  has  been  any  further  developments  since  your  telex  of  the  9.12/87. 
He  specifically  asked  what  is  the  position  in  regard  to  the  two  companies  mentioned 
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in  the  last  para  of  your  telex  (Halal  and  Agra)  i.e.  have  they  signed  contracts.  Urgent 
reply  required  and  Minister  would  be  grateful  if  you  would  keep  him  posted  on 
developments." 

That  telex  was  replied  to  on  the  13th  of  December  1987 
"1.  Your  number  78  of  Dec  11  refers. 

2.  Only  developments  since  our  message  of  9  December  are  that  reps  of  two  Irish 
companies  mentioned  in  para  2  of  that  message  left  Iraq  10  December  without 
signing  contracts  according  to  what  they  told  us. 

3.  Representatives  of  both  companies  told  us  that  State  Company  for  Foodstuff 
Trading  is  seeking  quotations  at  a  price  per  tonne  which  both  companies  regard 
as  too  low  for  them  to  meet.  We  have  some  doubts  whether  the  State  Company 
will  succeed  in  securing  quotations  at  the  price  in  question  from  European  sup- 
pliers. We  would  not  be  surprised,  therefore,  if  the  representatives  of  Irish  com- 
panies returned  to  Iraq  for  further  discussions  before  too  long. 

4.  We  will  advise  of  any  relevant  development  we  become  aware  of." 

On  the  16th  of  December  1987  the  Ambassador  replied 

"Grateful  if  you  could  urgently  pass  this  very  confidential  message  to  Minister  Reyn- 
olds via  his  Private  Secretary  Mr  Finbar  Kelly  (telex  message  number  78  of  11th  of 
December  to  me  from  Mr  Kelly  refers). 

Mr  Mohammed  Khalid  of  Halal  Meat  Packers  telephoned  me  today.  He  said  that  the 
Department  of  Industry  and  Commerce  had  turned  down  his  company's  request  for 
use  of  the  Irish  Government's  Export  Insurance  facility  for  Iraq,  and  that  in  doing  so 
the  Department  of  Industry  and  Commerce  had  told  him  that  this  was  on  the  basis 
that  I  had  informed  the  Department  that  Halal  had  not  secured  any  contract  in  Iraq 
(you  will  recall  that  in  my  message  of  13th  December  I  made  clear  that  the  Embassy 
would  not  be  surprised  if  representatives  of  Halal  returned  to  Iraq  before  too  long 
for  further  negotiations  with  the  State  Company  for  Foodstuffs  Trading). 

Mr  Khalid  spoke  of  his  company  being  discriminated  against  at  the  political  level, 
indicating  his  view  that  his  company's  efforts  to  obtain  Irish  Insurance  cover  were 
being  blocked  by  an  Irish  competitor  which,  he  said,  had  more  influence  at  the  polit- 
ical level. 

Mr  Khalid  went  on  to  give  me  an  amount  of  information  most  of  which  he  had  not 
previously  made  available  to  the  Embassy.  This  information  can  be  summarised  as 
follows:— 

(a)  On  the  13th  September  1987  an  French  Company  SCOA  International, 
signed  a  contract  with  the  Iraqi  State  Company  for  Foodstuffs  Trading  for 
supply  of  6,000  tonnes  of  beef.  In  signing  this  contract  SCOA  International 
had  an  agreement  with  Halal  that  the  6,000  tonnes  of  beef  would  be  supplied 
from  Ireland  by  Halai.  Mr  Khalid  said  that  Halal  is  obliged  to  supply  this 
6,000  tonnes  with  or  without  cover.  Although  he  was  not  fully  explicit  on  the 
point  he  gave  me  the  impression  that  this  meat  has  either  been  delivered  in 
Iraq  or  is  on  its  way  now. 
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(b)  On  the  22nd  of  September  1987  Halai  bought  6340  tonnes  of  beef  from  the 
Irish  Intervention  Agency.  The  purchase  was  specifically  for  the  Iraqi  market 
according  to  Mr  Khalid  a  French  company  CED  has  a  contract  to  supply 
12,000  tonnes  of  beef  to  Iraq.  Hibernia  Meats,  which  is  50  per  cent  owned 
by  CED,  have  Irish  Export  Insurance  cover  available  according  to  Mr 
Khalid.  Haial  Meats,  in  association  with  Hibernia  used  Hibernia's  Insurance 
cover  to  fulfil  6,340  of  the  CED  contract  for  12,000  tonnes. 

(c)  Halal  is  now  seeking  to  negotiate  a  contract  to  supply  directly  to  the  Iraq 
State  Company  for  Foodstuff  Trading  10,000  tonnes  of  Irish  beef.  According 
to  Mr  Khalid,  his  company  intends  to  continue  negotiations  on  this  possible 
contract.  The  price  being  offered  by  the  potential  customer  is  too  low  at 
present.  Mr  Khalid  hopes  that  the  customer  will  be  obliged  to  raise  it  because 
of  difficulties  in  obtaining  good  quality  meat  at  the  price  now  on  offer.  Mr 
Khalid  indicated  that  Halal  has  10,000  tonnes  in  APS  stock  at  present  and 
that  the  company  sees  the  Iraqi  market  as  the  most  promising  destination  for 
this  meat- 
Mr  Khalid  indicated  that  his  company's  current  applications  for  Irish  Export  Insur- 
ance cover  relate  to  (A)  and  (C)  above. 

When  I  asked  Mr  Khalid  why  he  not  previously  informed  the  Embassy  of  (a)  and  (b) 
above  he  said  that  he  had  seen  no  reason  to  involve  us. 

Since  this  message  is  confidential  I  would  particularly  request  that  its  contents  not  be 
quoted  in  any  discussions  between  the  Department  of  Industry  and  Commerce  or  ICI 
and  Halal  Meat  Packers". 

Goodman  International  signed  a  contract  with  the  State  Company  for  Foodstuff  Trading 
on  the  13th  day  of  December  1987  for  $105m  (contract  No.  6/88)  and  Mr  Aidan  Connor 
spoke  with  Mr  Timbs  of  the  Department  on  the  telephone  and  Mr  Timbs  record  of  such 
telephone  call  is: — 

I  spoke  to  Mr  Aidan  Connor,  Goodman  International.  I  informed  him  that  it  was 
imperative  that  he  conclude  the  Export  Credit  Insurance  arrangements  for  the  US 
$134.5m.  beef  contract  for  Iraq  within  the  next  week.  He  indicated  that  he  was  ready 
to  sign  the  relevant  papers  and  pay  premium.  He  mentioned,  however,  that  he  still 
required  cover  for  a  further  US  $52m  contract.  I  informed  him  that  as  of  the  moment 
the  maximum  cover  which  I  could  make  available,  subject  to  Ministerial  approval,  was 
US  $30m.  at  80%  cover.  Furthermore,  we  would  need  formal  application  in  respect  of 
the  additional  amount  of  cover  now  required.  Mr  Connor  indicated  that  insofar  as  he 
was  aware  other  interests  seeking  contracts  in  Iraq  had  been  unsuccessful." 

On  the  27th  day  of  November  1987  Mr  Aidan  Connor  Deputy  Chief  Executive  AIBPI 
wrote  in  the  following  terms  to  the  Secretary  to  the  Department  of  Industry  and  Com- 
merce as  follows: — 
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"For  the  attention  of  Mr  Joe  Timbs 

The  Secretary 

Department  of  Industry  &  Commerce 
Kitdare  Street 
Dublin  2 

Dear  Sir 

Re:  Export  Credit  Insurance- Iraq 

You  will  recall  that  in  September  of  this  year  you  approved  insurance  cover  for  A  IBP 
in  respect  of  a  beef  contract  with  Iraq  valued  at  USD  134.5  million.  AIBP  has  now 
secured  an  extension  of  our  existing  contract  valued  at  USD  52  million  and  seeks 
insurance  cover  on  this  amount. 

The  terms  of  the  existing  policy  are  as  follows: 

Period  of  Cover  12  months 

Amount  of  Cover  80%  of  contract  value 

Claims  waiting  6  months 

Premium  1%  of  contract  value  plus  a  further  2%  in  the  event  of 

any  claim 

The  terms  of  our  new  contract  will  require  similar  cover  to  the  above  except  in  rela- 
tion to  the  credit  period  which  is  now  set  at  18  months  following  the  recent  agreement 
at  the  Iraqi-Irish  joint  Commission. 

To  understand  how  important  this  market  is,  both  to  AIBP  and  Ireland  as  a  whole, 
it  may  be  helpful  to  outline  the  recent  history  of  beef  sales  to  Iraq. 

1.  Iraq  is  a  large  market  in  world  terms,  importing  120,000  tonnes  of  beef  annually 
(as  a  comparison,  the  Iraqi  market  is  twelve  times  larger  than  Libya. 

2.  AIBP  was  the  first  Irish  Company  to  gain  entry  into  the  Iraqi  market.  It  took  three 
years  and  involved  a  huge  deployment  of  resources,  both  in  human  and  financial 
terms  to  finally  achieve  the  breakthrough. 

3.  AIBP  has  now  supplied  the  market  for  seven  years.  Some  three  years  ago,  the 
Iraqis  sought  extended  credit  from  their  suppliers.  In  response  to  this,  our  compet- 
itors gained  government  support  for  their  marketing  efforts,  e.g.,  COFACE  in 
France,  Petrobras  in  Brazil  (an  oil  barter  arrangement),  ECGD  in  the  United 
Kingdom.  AIBP  continued  to  supply  the  market  with  no  Bank  support  and  very 
little  support  from  the  Irish  Government.  In  doing  so,  we  took  a  calculated  risk  in 
order  to  preserve  the  Irish  identity  in  the  market  place. 

4.  Due  to  the  excellence  of  both  product  and  service  provided  by  AIBP  to  Iraq,  we 
have  successfully  established  a  premium  in  the  market  for  Irish  beef.  In  addition, 
we  have  increased  substantially  our  market  share  despite  severe  competition  from 
Brazil  and  France. 

5.  It  is  absolutely  vital  that  we  supply  this  contract  to  keep  our  competitors,  princip- 
ally the  Brazilians,  from  regaining  their  previously  commanding  position  in  the 
market.  Because  of  the  major  depreciation  of  the  US  dollar  against  European 
currencies,  our  price  to  Iraq  has  declined  by  10%  in  real  terms  over  the  last  two 
months.  At  the  same  time,  all  South  American  currencies  have  depreciated  against 
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the  US  dollar  therefore  providing  our  Brazilian  competitors  with  a  two  part 
advantage, 

6.  Good  management  dictates  that  we  should  minimise  any  risk  exposure  and  thus 
we  seek  export  credit  cover  on  this  additional  quantity. 

7.  From  a  marketing  perspective,  it  is  imperative  that  the  Iraqis  see  a  united  front 
from  the  sellers  of  Irish  beef  in  order  to  preserve  the  price  premium  now  clearly 
established.  The  Brazilian  exporters  openly  compete  with  one  another  in  Iraq  and 
this  fact  has  been  exploited  in  full  by  the  Iraqis  as  is  evidenced  by  the  successive 
reductions  in  selling  price  accepted  by  the  Brazilians  in  recent  tenders.  For  Ireland, 
a  single  voice  is  an  essential  marketing  tool  to  prevent  such  an  occurrence.  Because 
of  our  history  in  the  market,  AIBP  should  be  that  voice  and  I  would  therefore 
request  that  your  Department  reject  sundry  applications  for  credit  from  various 
Irish  suppliers  in  order  to  prevent  a  repetition  of  the  Brazilian  experience. 

From  the  above,  it  is  evident  that  AIBP  needs  full  government  support  in  the  supply 
of  this  contract  and  I  would  ask  for  your  most  favourable  consideration  of  our  request 
which  is  summarized  as  follows: — 

Value  of  the  contract     USD  52  million 
Period  of  credit  18  months 

Credit  cover  80%  of  contract  value 

Claims  waiting  6  months 

Premium  1%  of  the  contract  value  plus  a  further  2%  in  the  event 

of  any  claim 

I  look  forward  to  your  early  response. 

Yours  faithfully 

AID  AN  CONNOR 

DEPUTY  CHIEF  EXECUTIVE" 

There  is  considerable  uncertainty  with  regard  to  the  receipt  of  this  letter  by  the  Depart- 
ment of  Industry  &  Commerce.  While  it  is  addressed  to  the  Secretary  of  the  Department 
and  expressed  to  be  for  "For  the  attention  of  Mr  Joe  Timbs",  there  is  no  record  of  its 
receipt  in  the  Department  by  either  the  Secretary  or  by  Mr  Timbs. 

There  is  no  doubt  that  this  letter  constituted  a  formal  application  for  cover  in  respect  of 
a  $52m  contract. 

Mr  Timbs  does  not  appear  to  have  been  in  possession  of  or  have  seen  this  letter  prior  to 
the  16th  day  of  December  1987  because  on  that  date  he  spoke  to  Mr  Connor  for  the 
purpose  of  impressing  on  him  the  necessity  to  conclude  the  Export  Credit  Insurance 
arrangements  for  the  $  134,5m  beef  contract  for  Iraq. 

During  the  course  of  this  conversation  Mr  Connor  mentioned  to  Mr  Timbs  that  he  still 
required  cover  for  a  further  US$52m  contract. 

Mr  Timbs  informed  Mr  Connor  that  the  maximum  cover  which  he  could  make  available, 
subject  to  Ministerial  approval,  was  $30m  at  80%  cover.  Furthermore  he  would  need,  as 
he  stated,  formal  application  in  respect  of  the  additional  amount  of  cover  now  required. 
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Mr  Connor  did  not  refer  to  the  fact  that  by  letter  dated  the  27th  day  of  November  1987 
he  had  made  formal  application  for  such  cover  and  if  Mr  Timbs  had  received  the  said 
letter  he  would  have  been  aware  of  this  application. 

Though  this  is  denied  by  the  Minister  for  Industry  &  Commerce,  Mr  Timbs  stated  in 
evidence  that  towards  the  end  of  December  1987  he  received  for  the  first  time  a  copy  of 
this  letter  from  the  Minister  for  Industry  &  Commerce  and  discussed  terms  thereof  with 
him. 

According  to  Mr  Timbs'  evidence  the  letter  applied  for  Export  Credit  Insurance  for 
$155m. 

It  is  now  clear  that  Mr  Timbs  must  have  been  mistaken  in  this  regard  because  the  original 
application  was  for  Export  Credit  Insurance  for  $52m  and  obviously  related  to  the  offer 
of  cover  in  the  sum  of  $30m  which  the  Minister  had  agreed  to  make  available  to  Mr 
Goodman  during  the  course  of  the  meeting  on  the  13th  day  of  November  1987. 

In  the  course  of  his  evidence,  the  Taoiseach,  Mr  Reynolds  stated  that  he  had  no  recollec- 
tion of  receiving  the  original  or  a  copy  of  either  version  of  the  letter  bearing  date  of  the 
27th  November  1987  or  of  producing  it  to  Mr  Timbs  in  late  December  1987  and  discussing 
the  contents  thereof  with  him. 

The  Tribunal  is  satisfied  that  his  evidence  in  this  regard  is  correct  and  that  Mr  Timbs 
account  is  mistaken,  possibly  due  to  faulty  recollection. 

Mr  Timbs  had  had  a  meeting  with  Mr  Aidan  Connor  of  AIBP,  the  writer  of  the  letter,  on 
the  23rd  day  of  November  1987  in  the  Department  of  Industry  and  Commerce,  at  which 
the  provision  of  further  Export  Credit  Insurance  to  AIBP  in  respect  of  exports  to  Iraq 
was  discussed. 

Mr  Connors  note  of  this  meeting  is  as  follows: — 

Joe  Timbs  —  Department  of  industry  and  Commerce 

23/11/87 

Meeting  to  encourage  further  credit  for  Iraq. 
Proposal  put  JT  as  follows:— 

1.  Contract  Value  $52m. 

2.  Period/January  88  to  January  89  (overlapping  existing  contract). 
3*  Credit  period/18  months. 

4.  Other  Terms  and  Conditions  /  As  before  80%  cover,  six  months  claims  waiting). 

5.  Premium  —  As  before/1%  on  contract  value.  Further  2%  on  event  of  a  claim. 

Problem:—  JT  has  only  $30m  contract  available  under  guidelines  at  the  moment,  He 
will  speak  to  the  Minister  and  revert  to  me. 
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Existing  letters  of  offer  expire  between  mid-December  1987  and  early 
January  1988." 


The  original  letter  dated  the  27th  November  1987,  which  was  expressed  to  be  "for  the 
attention  of  Mr  Joe  Timbs",  contained  a  request  which  was  summarised  in  the  said  letter 
as  follows: 


Value  of  the  contract 
Period  of  credit 
Credit  cover 
Claims  waiting 
Premium 


USD  52million 
18  months 

80%  of  contract  value 
6  months 

1%  of  contract  value  plus  a  further  2%  in  the  event  of  any 
claim 


The  letter  of  the  27th  November  1987  written  by  Mr  Connors  was  obviously  a  formal 
written  application  in  relation  to  matters  that  had  been  discussed  in  detail  with  Mr  Timbs 
on  the  23rd  November  1987  and  was  intended  for  Mr  Timbs  and  not  for  the  Minister  for 
Industry  &  Commerce. 

It  is  most  improbable  that  a  letter  addressed  to  the  Secretary,  Department  of  Industry 
and  Commerce,  expressed  to  be  "For  the  attention  of  Mr  Joe  Timbs"  and  relating  to  a 
contract  which  had  been  discussed  with  Mr  Timbs  some  five  days  earlier,  would  have  been 
given  to  the  Minister  for  Industry  and  Commerce  and  even  more  improbable  that  he 
would  have  retained  possession  of  it  until  late  in  December  1987, 

Mr  Timbs  took  exception  to  the  terms  of  one  paragraph  contained  in  the  letter  and  having 
discussed  the  matter  with  Mr  Connor  on  the  telephone,  returned  the  letter  to  him  for  the 
purpose  of  having  the  offending  paragraph  deleted. 

This  paragraph  was  as  follows: — 

"From  a  marketing  perspective,  it  is  imperative  that  the  Iraqis  see  a  united  front  from 
the  sellers  of  Irish  beef  in  order  to  preserve  the  price  premium  now  clearly  estab- 
lished. The  Brazilian  exporters  openly  compete  with  one  another  in  Iraq  and  this  fact 
has  been  exploited  in  full  by  the  Iraqis  as  is  evidenced  by  the  successive  reductions 
in  selling  price  accepted  by  the  Brazilians  in  recent  tenders.  For  Ireland,  a  single  voice 
is  an  essential  marketing  tool  to  prevent  such  an  occurrence.  Because  of  our  history 
in  the  market,  AIBP  should  be  that  voice  and  I  would  therefore  request  that  your 
Department  reject  sundry  applications  for  credit  from  various  Irish  suppliers  in  order 
to  prevent  a  repetition  of  the  Brazilian  experience." 

The  views  expressed  in  this  paragraph  undoubtedly  represent  the  views  of  Mr  Goodman 
and  the  Goodman  organisation,  that  as  they  had  opened  the  market  for  the  sale  of  beef 
in  Iraq,  they  should  be  the  only  Irish  suppliers  to  be  afforded  assistance  in  the  develop- 
ment of  this  market  and  that  no  other  supplier  should  be  facilitated  in  any  way  by  the 
State  whether  by  way  of  Export  Credit  Insurance  or  otherwise. 

On  the  6th  day  of  January  1988,  the  amended  letter  was  received  in  the  Department  of 
Industry  &  Commerce  and  bore  the  date  the  27th  day  of  November  1987,  the  offending 
paragraph  was  removed  but  in  lieu  of  an  application  for  cover  for  $52m,  the  application 
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was  for  $155m  and  this  application  was  treated  by  the  Department  of  Industry  &  Com- 
merce as  having  been  made  on  the  27th  day  of  November  1987. 

In  view  of  the  allocations  of  Export  Credit  Insurance  cover  already  made  and  referred  to 
herein  the  Export  Credit  Insurance  sought,  whether  it  be  $52m  or  $155m  was  not  available 
because  of  the  statutory  limit  of  IR£300m. 

By  letter  dated  the  13th  day  of  November  1987  the  Insurance  Corporation  of  Ireland  were 
informed  by  Mr  Fitzpatrick,  Managing  Director  of  Taher  Meats  Ltd  that  his  company  was 
then  engaged  in  talks  with  Iraq  for  the  supply  of  approximately  6,000  to  7,000  tonnes  of 
meat,  the  total  value  of  which  was  in  excess  of  IR£14m  for  which  they  requested  cover  or 
whatever  was  possible  in  the  circumstances  in  order  that  they  may  be  able  to  compete  for 
this  order. 


On  the  8th  day  of  December  1987  Mr  Fitzpatrick  met  Mr  Walsh  and  Mr  CVMahony  of 
the  Export  Credit  section  of  the  Department  of  Industry  &  Commerce  and  informed  him 
that  Taher  Meats  had  passed  up  the  contract  valued  at  £14m  referred  to  in  the  letter  to 
the  ICI  as  Export  Credit  Insurance  was  not  available  at  the  time.  He  stated  however  that 
a  further  contract  valued  at  £10m  or  £llm  had  been  offered  and  they  sought  Export  Credit 
Insurance  in  respect  thereof. 

At  this  point  of  time  no  offer  of  cover  could  be  made  to  either  Agra  Trading  Ltd  or  Taher 
Meats  Ltd  because  the  permitted  ceiling  had  been  reached  and  the  previous  offer  made 
to  Halal  had  been  withdrawn. 

On  the  19th  of  January,  1988  ICI  requested  a  meeting  with  the  Department  of  Industry 
and  Commerce  to  discuss  problems  which  had  been  identified  in  relation  to  the  £300 
million  allowed  under  the  Insurance  Act  1953  as  amended.  The  only  significant  details  to 
emerge  from  this  meeting  so  far  as  this  Tribunal  is  concerned  is  that  Mr  Timbs  at  an  early 
stage  in  the  meeting  made  the  comment  that  Larry  Goodman  had  been  in  touch  with  them 
recently  looking  for  yet  more  cover  for  Iraq,  The  amount  involved  was  approximately  the 
same  as  the  last  application  ($134,5m.)  but  that  no  decision  had  yet  been  taken  and  that 
matter  had  been  passed  to  Government  for  a  decision. 

The  meeting  considered  at  the  current  exposures  and  commitments  under  the  scheme. 

The  following  figures  were  noted: 

Existing  liabilities  under  policies   £1 85.0m. 

Outstanding  offers  to  Iraq   £124.0m. 

Outstanding  offers  to  Iran   £11.5m. 


£320.5m. 


ICI  commented  that  "the  limit  is  blown".  It  was  also  pointed  out  that  the  £124m  outstand- 
Iraq  offers  was  understated  by  approximately  £10m.  as  Anglo  Irish  Meats  contract 
®ves  an  option  of  cover  in  DMs  or  $s.  Both  sides  agreed  that  the  legislation  needed  to  be 
Ranged  urgently. 
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An  internal  Memorandum  between  Frank  Mee  and  Bob  Frewen  of  the  ICI  dated  the  26th 
of  January  reflects  the  concern  of  ICI  at  this  period: 

"At  our  meeting  with  Ted  O'Reilly  and  Joe  Timbs  on  19th  January  1988,  Joe  Timbs 
mentioned  that  Larry  Goodman  had  been  in  to  the  Department  recently  looking  for 
extra  cover  for  Iraq.  The  amount  involved  was  roughly  the  same  as  the  current 
application  ($  134.5m).  No  decision  has  yet  been  taken  and  the  matter  is  before  the 
Government. 

At  another  stage  in  the  meeting  Ted  O'Reilly  mentioned  that  the  Department  would 
very  much  appreciate  a  "thesis**  prepared  by  ICI  on  any  country  which  we  do  business 
with. 

I  feel  that  this  is  an  ideal  opportunity  for  us  to  prepare  a  detailed  assessment  on  Iraq, 
and  possibly  Iran.  We  have  been  sending  over  information  piecemeal  over  the  past 
few  weeks  so  most  of  the  information  should  be  to  hand.  When  we  are  sending  the 
"thesis"  we  should  link  it  to  Joe  Timb's  comment  re  Goodman's  request  for  extra 
cover. 

As  I  mentioned  earlier  the  Administrator's  instructions  are  to  take  every  possible 
opportunity  of  expressing  our  reservations  on  doing  business  with  Iraq  and  Iran." 

The  ICI  supplied  to  the  Department  of  Industry  and  Commerce  a  Credit  Assessment  of 
Iraq  dated  the  29th  of  January  of  1988,  and  stated  that:- 

"In  our  opinion  that  the  perceived  success  of  Irish  exporters  in  securing  contracts  to 
Iraq  is  largely  due  to  the  unwillingness  of  other  countries  to  supply  goods  to  Iraq. 

We  strongly  recommend  that  no  further  credit  be  offered  to  Iraq  under  the  Export 
Credit  Scheme  by  the  Minister  for  Industry  and  Commerce.  Indeed  it  is  also  our 
opinion  that  the  current  ceiling  on  insured  exports  to  Iraq  of  IR£150  million  is  not 
justified  as  it  is  our  fear  that  claims,  and  rescheduling,  will  arise  on  existing  commit- 
ments  unless  there  is  an  immediate  end  to  the  Iran/Iraq  war  and  a  consequent  dra- 
matic improvement  in  Iraq's  financial  position." 

On  the  17th  of  February  1988  the  Insurance  Corporation  wrote  to  A1BP  indicating  that 
the  ceiling  of  £300  million  had  been  reached  under  the  Export  Credit  Insurance  Scheme. 
The  letter  continued:— 

"At  the  moment,  the  legislation  provides  for  a  maximum  liability  of  IR£300  million 
for  all  amounts  included  under  the  Scheme.  If  all  applications  for  Export  Credit  Insur- 
ance, including  your  own,  were  covered  for  the  full  amounts  the  £300m.  legislative 
ceiling  would  be  exceeded.  We  understand  that  the  Department  of  Industry  &  Com- 
merce is  aware  of  this  problem  and  is  taking  the  necessary  steps  to  rectify  the 
situation. 

Until  such  time  as  the  Department  has  regularised  the  position,  we  propose  issuing 
future  cover  limits  in  respect  of  our  unutilised  capacity  on  a  shipment  by  shipment 
basis". 

In  a  meeting  on  the  17th  of  February  1988  between  the  Department  of  Industry  and 
Commerce  and  ICI  numerous  matters  in  relation  to  the  contract  between  AIBP  and  ICI 
were  discussed.  Mr  Barton  confirmed  that  they  had  insisted  on  a  statement  that  all  goods 
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must  be  produced  in  the  Republic  of  Ireland  and  evidence  retained  by  Anglo-Irish  if 
called  on  to  produce  such  evidence  by  ICI  or  the  Department. 

On  the  18th  of  February  1988,  Joe  Baragwanath  on  behalf  of  AIBP  sent  to  the  ICI  letters 
referring  to  numbered  letters  of  credit 

4tWe  confirm  that  beef  supplied  under  the  above  Letters  of  Credit  will  be  the  produce 
of  the  Republic  of  Ireland  and  we  will  retain  evidence  to  prove  this/* 

On  the  18th  of  February  1988,  Aidan  Connor  prepared  a  memo  for  Mr  Larry  Goodman 
in  the  following  terms:— 

"1.  A  number  of  events  have  recently  occurred  on  the  above  subject  which  cause  me 
great  concern  and  have  potentially  serious  implications  for  our  1988  production  / 
shipping  schedule  to  our  Iraqi  customers. 

To  bring  you  up  to  date  I  attach  a  number  of  documents  which  are  self  explanatory:— 

"a)  A  original  letter  of  offer  dated  the  18th  of  December  1987  from  ICI  in  relation  to 
our  1987  contracts. 

"b)  Letter  dated  the  17th  of  February  1988  which,  in  effect,  qualifies  considerably  the 
support  promised  in  the  original  letter, 

"e)  Letter  of  application  dated  the  27th  of  November  1987  for  cover  on  the  1988 
contracts  which  we  have  negotiated, 

"d)  Unsigned  reply  dated  the  10th  of  February  1988  from  Joe  Timbs  Department  of 
Industry  &  Commerce  to  my  letter  of  27th  November  1987. 

My  concerns  are: 

1.  Just  today  we  eventually  managed  to  get  our  hands  on  the  policy  which  is  the 
subject  of  the  offer  dated  the  18.12.87  (  a)  above)  relating  to  the  1987  contracts. 

2.  I  read  their  letter  of  17th  of  February  1988  as  essentially  a  replacement  of  the 
overall  cover  by  a  shipment  to  shipment  cover  which  is  totally  unsatisfactory  and 
inappropriate  for  our  contracts  which  are  a  fixed  commitment  for  the  next  six 
months. 

3.  My  letter  to  the  Department  (27th  of  November  1987)  asked  for  cover  of  the  1988 
contracts  which  at  that  time  was  tentatively  agreed.  In  response  to  that  letter,  you 
told  me  that,  on  your  information,  there  was  $58  million  cover  available  immedi- 
ately and  the  balance  would  follow  in  due  course. 

4.  Based  on  your  information,  we  proceeded  to  firm  up  the  contracts  and  indeed 
were  obliged  to  extend  18  months  credit  on  the  basis  of  the  agreement  on  credit 
reached  at  the  Iraqi  Irish  Joint  Commission. 

5.  I  was  concerned  at  the  lack  of  formal  response  to  my  letter  of  the  27.11.87  from 
the  Department  and  eventually,  after  a  number  of  calls,  I  managed  to  get  the 
commitment  contained  in  (d)  attached  (10th  February  1988).  This  in  itself  is 
scarcely  official  since  it  is  unsigned. 

6-  I  am  even  more  concerned  that  on  the  basis  of  this  reply  it  looks  as  if  there  will 
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be  no  further  credit  beyond  the  $30m  for  1988  contracts,  leaving  us  with  a  $125m 
uncovered. 

As  a  result  of  the  above,  we  are  faced  with  some  stark  choices: 

1.  Cancel  some  of  the  contracts  to  reduce  the  risk.  This  will  undoubtedly  lead  to  a 
severe  loss  of  creditability  in  the  eyes  of  our  customers  and  guide  them  towards 
the  South  Americans  and/or  French  who,  of  course,  have  almost  an  unlimited 
Government  backing, 

2.  Move  our  production  from  Ireland  to  South  America  or  France  and  hope  to  avail 
of  some  of  the  Government  cover  there.  This  move  would  entail  investment  in 
plants  but  would  certainly  yield  a  reasonable  pay-back. 

3.  Lobby  the  Irish  Government  for  more  support  and  press  on  with  our  production/ 
shipping  plans  from  Ireland. 

"I  would  appreciate  your  comments  as  a  matter  of  urgency  since  the  first  shipment 
date  for  1988  contracts  is  March  (1987  and  1988  deliveries  overlap  from  March 
through  June  '88)'\ 

On  the  19th  of  February  1988,  ICI  wrote  to  Mr  Oliver  Murphy  of  Hibernia  Meats  Limited 
and  refer  to  their  letter  of  the  22nd  of  December  of  1987  and  Industry  and  Commerce's 
letter  of  the  11th  of  November  1987  (which  letters  refer  to  the  offer  of  cover  on  US$46 
million  US  business).  In  the  letter  of  19th  February  1988  ICI  said  that  the  offer  of  cover 
expires  60  days  after  signing  the  Iraqi  contract.  They  sought  certain  information  to  enable 
them  to  issue  the  policy  of  insurance.  The  letter  ended 

"If  you  wish  to  take  up  this  offer  please  contact  us  immediately.  If  we  do  not  hear 
from  you  by  Wednesday  24th  February  we  will  presume  that  you  are  not  accepting 
our  offer  of  cover  and  accordingly  will  be  withdrawing  this  offer  from  that  date." 

On  receipt  of  this  letter,  Mr  Murphy  arranged  to  meet  Mr  Timbs  and  Mr  Donnelly  of  the 
Department  of  Industry  and  Commerce  which  meeting  occurred  on  the  23rd  February 


Mr  Donnelly's  report  dated  the  26th  February  1988  deals  with  the  discussions  at  such 
meeting  and  the  relevant  portions  thereof  are  set  forth  hereunder 
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REPORT  OF  MEETING 


Venue: 


Date: 


Subject: 


Export  Credit  Insurance  cover  for  Iran  and  Iraq 
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1,  Mr  Murphy  referred  to  a  letter  dated  19  February,  1988  which  he  had  received 
from  the  Insurance  Corporation  of  Ireland,  The  opening  paragraph  of  this  letter 
stated  that  the  offer  of  cover  on  the  company's  exports  to  Iraq  expired  60  days 
after  the  signing  of  the  contract.  Mr  Murphy  said  that  this  could  not  be  correct 
and  requested  clarification  of  the  situation.  Mr  Timbs  agreed  that  this  was  an  error 
and  that  the  cover  expired  60  days  after  the  date  of  offer.  Mr  Murphy  said  that  on 
that  basis  the  offer  of  cover  expired  the  following  day,  24  February,  1988.  At  Mr 
Murphy's  request  Mr  Timbs  agreed  to  roll  over  the  offer  of  cover  for  a  further  60 
days,  i.e.,  until  24  April,  1988. 

3.  Mr  Murphy  indicated  that  he  was  anxious  to  pay  the  full  premium  on  the  entire 
$47m,  contract  value  in  Iraq  i.e.,  the  $28m.  worth  of  business  already  obtained  and 
the  $18m.  worth  which  they  were  confident  would  be  signed  up  in  the  immediate 
future.  Mr  Timbs  agreed  that  this  would  be  done  but  indicated  he  would  prefer  if 
it  waited  until  the  remaining  issues  associated  with  the  policy  and  the  terms  of 
cover  had  been  sorted  out  hopefully  by  the  end  of  this  week.  It  was  also  agreed 
that  premium  on  the  balance  of  $18m.  would  be  refundable  if  not  utilised. 

4.  Mr  Murphy  asked  that  the  terms  for  the  balance  of  $18m.  would  be  on  the  basis 
of  payment  of  claims  in  dollars  also.  Mr  Timbs  said  he  had  no  decision  on  this 
matter  but  was  continuing  to  examine  it. 

5.  Mr  Timbs  agreed  to  write  to  Mr  Murphy  on  the  outstanding  issues  as  soon  as 
possible. 


26  February  1988. 

c.c.  Mr  J  Fanning, 
Mr  J  Hanney, 
File." 

"Mr  Timbs  wrote  to  Mr  Murphy  on  the  9th  March  1988  as  follows:— 
"9th  March  1988 


Mr  Oliver  Murphy 
Managing  Director 
Hibernia  Meats  Ltd 
Sailins 
CoKildare 


Dear  Oliver 

I  refer  to  our  recent  discussions  and  confirm  agreement  to  extend  the  offer  of  Export 
Credit  Insurance  cover  in  respect  of  contracts  for  the  export  of  beef  to  Iraq  valued 
at  US  $46m.  for  a  further  60  days.  This  offer  will  now  expire  on  24  April,  1988. 
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I  understand  that  the  initial  contract  for  $28m  will  be  shipped  by  mid-1988.  In  relation 
to  the  remaining  $18m.  not  yet  the  subject  of  firm  contract,  the  position  is  that  cover 
will  only  be  available  for  this  amount  on  condition  that  all  shipments  are  made  to 
Iraq  by  end-September,  1988. 

Your  sincerely 


Joe  Timbs" 

The  Tribunal  refers  to  this  meeting  to  illustrate  the  fact  that  though  on  the  15th  day  of 
October  1987  the  Minister  for  Industry  and  Commerce  notified  Hibernia  Meats  Limited 
that  he  had  decided  to  make  Export  Credit  Insurance  available  for  their  contract  in  Iraq 
in  the  sum  of  $46m,  Hibernia  Meats  Limited  had  not  by  the  23rd  February  1988  succeeded 
in  negotiating  contracts  for  the  full  amount  thereof  but  had  merely  negotiated  a  contract 
for  $28m  and  that  in  spite  of  that  the  cover  granted  by  the  Minister  for  Industry  and 
Commerce  was  continued. 

Though  Mr  Timbs  had  on  the  22nd  day  of  October  1987  conveyed  to  Mr  Phelan  of  Master 
Meat  Packers  Limited  confirmation  of  the  allocation  of  cover  in  respect  of  beef  exports 
to  Iraq  valued  at  £10m,  he  had  not  by  the  19th  day  of  July  1988  availed  of  such  cover. 

On  the  19th  of  July  1988  the  Insurance  Corporation  of  Ireland  wrote  to  Pascal  Phelan 
indicating  that  his  £10  million  Irish  was  due  to  expire  on  the  26th  of  August  of  1988  and 
indicating  the  terms  of  the  insurance  being  offered  to  him,  which  was  £10  million  Irish 
with  an  indemnity  of  70%  exclusive  of  export  refunds  and  an  18  month  irrevocable  letter 
of  credit  issued  by  the  Rafidain  Bank  Baghdad.  This  was  eventually  replied  to  on  the  20th 
of  July  1988  by  Pascal  Phelan  indicating  that  the  terms  in  the  letter  of  July  19th  were 
acceptable  but  indicating  that  the  policy  would  have  to  cover  shipments  up  to  July  of  1989. 

On  the  22nd  of  November  of  1988  Mr  Timbs  the  Principal  Officer  met  the  Minister  for 
industry  and  Commerce  concerning  the  position  on  Export  Credit  Insurance  for  Iraq.  It 
was  confirmed  to  him  that  the  Department  of  Finance  approval  for  increasing  the  ceiling 
to  £270  million  while  it  had  been  sought  no  response  had  yet  been  received.  The  Minister 
indicated  that  he  intended  to  speak  to  the  Minister  for  Finance  about  the  matter.  Mr 
Timbs  pointed  out  to  the  Minister  that  Hibernia  Meats  had  been  pressing  very  strongly 
for  approval  of  a  £10  million  cover  which  had  originally  been  allocated  to  Master  Meat 
Packers.  MMP  had  produced  the  beef  but  for  marketing  reasons  it  was  being  supplied 
through  Hibernia  Meats.  Shipments  were  being  made  this  week  and  in  early  December 
the  Minister  had  on  the  21st  of  October  1988  agreed  that  this  £10  million  cover  could  be 
allocated  to  Hibernia  but  as  part  of  the  overall  additional  £20  million  for  1989  on  the  basis 
that  there  was  room  within  the  present  ceiling  of  £150  million  for  Iraq  to  accommodate 
the  Hibernia  request  the  Minister  indicated  that  the  £10  million  cover  could  now  be  form- 
ally allocated  to  Hibernia. 

On  the  25th  of  February  1988.  there  was  a  meeting  between  John  Stanley  of  Halal  Meats 
and  Gerry  Donnelly  and  John  Fanning  of  the  Export  Credit  Section.  The  purpose  of  this 
meeting  was  to  try  and  obtain  Export  Credit  Insurance  for  beef  contracts  in  Algeria  and 
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Iraq.  So  far  as  Iraq  was  concerned  Mr  Stanley  stated  that  he  had  no  clear  understanding 
as  to  why  his  Export  Credit  Insurance  for  Iraq  was  not  approved  by  the  Minister  in 
Christmas  1987.  He  was  now  in  a  position  where  he  had  been  invited  by  the  Iraqis  to 
tender  for  15,000  tons  of  boneless  fore-quarter  beef  value  approximately  $40  million  US. 
He  did  not  intend  tendering  for  the  full  amount  but  expects  to  limit  his  tender  to  about 
US$25  million  worth  of  beef  on  an  18  month  irrevocable  letter  of  credit  to  be  opened  by 
an  approved  Iraqi  bank. 

He  had  received  from  Baghdad  a  telex  (9/2/1988)  in  the  following  terms:— 

"Here  is  Iraqi  Co.  for  Agricultural  Products  Marketing.  We  are  pleased  to  inform 
you  that  we  have  now  tender  to  supply  your  Co.  (15,000)  M/T  Boneless  Beef  meat 
(forequarter).  The  closing  date  is  24.3.1988.  We  like  that  your  company  to  participate 
in  this  tender,  and  please  attach  with  your  offer  B.B.  (Bid  Bond)  as  10/0  from  total 
amount  of  your  offer.  And  for  more  information,  you  can  take  the  general  conditions 
and  specifications  from  our  head  office." 

Industry  and  Commerce  indicated  that  the  ceiling  on  insured  exports  to  Iraq  had  been 
reached  and  no  further  cover  was  available. 

Mr  Stanley  said  that  Halal  would  be  submitting  an  application  through  ICI  for  Export 
Credit  Insuranfce  for  Iraq  notwithstanding  the  fact  that  the  existing  ceiling  had  been 
reached. 

He  appreciated  that  the  decision  to  provide  insurance  cover  for  the  Iraqi  market  rested 
with  the  Minister  and  he  requested  that  HalaPs  application  be  given  full  consideration  by 
ICI,  the  Department  and  the  Minister. 

On  the  26th  of  February  1988  Halal  Meat  Packers  wrote  to  ICI;— 

"Once  again  we  have  been  requested  by  the  Iraqi  Company  for  Agricultural  Products 
Marketing  to  tender  for  15,000  tonnes  of  forequarter  boneless  beef.  Our  invitation  to 
tender  is  attached.  It  is  our  intention  to  tender  for  between  8,000  to  10,000  tonnes. 

The  conditions  relative  to  the  sale  are: — 

(i)  Delivery  will  take  place  between  June  1988  and  May  1989; 

(ii)  Payment  will  be  monthly  by  Letter  of  Credit  opened  by  Rafidain  Bank; 

[iii)  The  General  Conditions  of  the  Contract  do  not  specify  the  term  of  credit,  they 
require; 

[iv)  The  contract  value  will  be  $25m.  approximately. 

Please  consider  this  as  our  application  for  Export  Credit  Insurance  cover  in  respect 
of  this  sale  valued  at  $25m.  approximately. 

We  expect  to  hear  from  you  shortly  detailing  the  premium  charge  and  what  period 
of  credit  you  would  be  in' a  position  to  offer  us." 


Taher  Meats  Limited  had  been  refused  Export  Credit  Insurance,  they  continued 


130 


to  make  representations  in  regard  thereto  and  on  the  5th  day  of  May  1988  their  represent- 
atives met  the  Minister  for  Industry  and  Commerce. 

Taher  Meats  Ltd  had  on  the  30th  March  1988  written  to  the  ICI,  with  copy  to  the  Depart- 
ment of  Industry  and  Commerce  in  the  following  terms: — 

4 Taher  Meats  Limited  is  primarily  engaged  in  the  meat  and  livestock  business.  The 
Chairman  of  the  company  Mr  Naser  Taher,  a  Jordanian  gentleman,  is  well  known  in 
the  Irish  Meat  Trade. 

The  company  is  very  strong  on  the  marketing  side  with  particular  emphasis  on  North 
African  and  Middle  Eastern  Countries.  The  company  has  offices  in  Cairo,  Egypt  and 
Amman  in  Jordan  which  gives  us  a  unique  and  strong  market  position.  We  also  have 
an  office  in  London  where  our  sales  force  sell  our  canned  goods  to  major  supermar- 
kets. On  major  contracts  we  allocate  personnel  to  the  buyer's  country  as  we  find  from 
experience  that  any  problems  that  arise  can  be  overcome  speedily. 

We  slaughter  cattle  at  Roscrea,  formally  owned  by  the  Purcell  family,  and  prior  to 
that,  owned  by  the  Crowley  family.  We  produce  up  to  200,000  cans  of  meat  every 
week  for  orders  in  the  UK.  We  are  about  to  embark  on  a  major  development  pro- 
gramme in  Roscrea  and  within  two  to  three  weeks,  we  will  be  submitting  proposals 
to  the  IDA/SFADCO  with  expenditure  of  the  order  of  IR£12.5m.  over  two  years.  A 
minimum  of  IR£5.5  m.  will  be  spent  at  Roscrea  over  the  next  six  months  in  modernis- 
ing our  facilities  and  increasing  our  product  range  in  the  canned  goods. 

In  the  Autumn  of  1987  the  company  was  very  active  in  buying  beef  and  storing  it 
under  the  Aids  for  Private  Storage  Scheme.  Indeed,  we  were  so  active  that  one  well 
known  meat  trader,  who  also  has  an  abattoir,  has  actually  "accused"  Taher  Meats 
Limited  for  being  the  reason  for  farmers  getting  more  for  their  cattle  in  the  back  end 
of  1987.  On  this  one,  we  will  stand  "accused'*.  Most  of  the  cattle  that  we  slaughter  at 
Roscrea  were  de-boned  and  packed  for  third  country  markets. 

The  company's  longer  term  strategy  is  to  build-up  a  strong,  viable  meat  producing 
and  processing  company.  As  mentioned,  we  have  an  abattoir  at  Roscrea,  and  we 
intend  to  add  to  our  production  facilities  by  either  building  new  or  acquiring  old. 

In  our  previous  letters  to  you  of  13  November  1987,  7  March  1988  and  16  March 
1988,  we  mentioned  that  we  were  actively  concentrating  on  two  specific  markets, 
namely  Iraq  and  Angola.  No  doubt  you  are  aware  that  winning  success  in  the  market 
place  is  a  long,  slow  process.  Four  of  our  Executives  have  visited  Angola  in  recent 
months  and  we  are  actively  pursuing  the  deal  as  mentioned  in  our  letter  of  7  March 
1988.  One  of  our  sales  force  has  spent  five  of  the  last  six  weeks  in  Iraq  and  our 
Chairman.  Mr  Naser  Taher,  has  been  there  twice  in  the  last  four  weeks.  The  contract 
currently  being  negotiated  in  Iraq  is  in  two  parts  and  part  one  is  worth  IR£28m.  and 
part  two,  IR£12.5m.  and  both  these  contracts  are  additional  to  the  business  being 
done  by  other  Irish  companies. 

We  need  ICI  cover  for  this  business  and  we  feel  very  strongly  about  obtaining  such 
cover.  We  hasten  to  add,  that  we  fully  appreciate  your  position,  but  we  also  know 
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that  since  our  original  application,  a  great  amount  of  beef  has  been  shipped  to  Iraq 
from  Ireland. 

1.  Mr  Naser  Taher  is  a  wealthy  Jordanian  business  man  who  choose  to  come  to 
Ireland  and  invest  substantially  in  Irish  business  and  Irish  people. 

2.  Mr  Taher  asks  for,  and  expects,  no  more  or  less  favourable  terms  than  competitors. 

3.  His  marketing  strengths  and  worldwide  experience  gives  him  the  edge  over  most 
competitors.  In  two  recent  tenders  i.e.  Egypt  and  Algeria,  contracts  had  been 
agreed  and  in  the  case  of  Algeria  a  contract  had  been  signed  with  our  company, 
but  because  other  Irish  companies  undercut  our  prices  by  between  150  and  200 
dollars  per  tonne,  we  did  not  secure  the  business. 

4.  In  most  third  country  markets  he  speaks  the  language  of  the  buyer  and 
undoubtedly  this  gives  him  an  added  advantage. 

5.  Mr  Taher  has  purchased  an  abattoir  in  the  hear  of  Ireland's  cattle  producing  area 
—  Tipperary.  It  is  his  intention  to  invest  substantially  in  Roscrea,  and  as  men- 
tioned, to  expand  his  interest  in  fixed  assets  in  the  meat  trade. 

6.  Assuming  Mr  Taher  expands  his  interest  in  the  meat  trade,  he  would  become  good 
competition  for  existing  operators  and  would  most  assuredly  be  welcomed  by  the 
Irish  producers  of  cattle. 

7.  I  myself,  have  spent  a  lifetime  in  the  Irish  meat  trade  and  am  well  known  to  both 
producers  of  cattle  and  buyers  of  beef.  I  jointed  Mr  Taher  last  July  as  Managing 
Director  of  his  meat  interest.  I  assured  him  at  that  time  that  Ireland  needed  people 
like  himself  and  welcomed  foreign  investment  in  general  and  that  the  Government 
and  State  and  semi-State  Agencies  would  treat  all  investors,  whether  they  were 
Irish  or  not,  as  equal. 

8.  As  you  will  appreciate  an  answer  to  our  request  for  cover  is  urgently  required  as 
major  decisions  must  be  taken  on  the  outcome." 

The  Department  of  Industry  &  Commerce  on  receipt  of  this  letter  from  Taher  Meats  Ltd, 
wrote  to  ICI 

MI  am  writing  just  to  ensure  that  there  are  no  misunderstandings  in  relation  to  Iraq. 
The  position  is,  as  I  have  told  all  the  meat  companies  who  have  contracted  me,  that 
we  are  not  open  for  business  for  meat  contracts  for  Iraq  and  do  not  envisage  being 
so  in  the  future.  It  would  be  as  well  that  Taher  be  left  in  no  doubt  on  this  score." 


Present  at  the  meeting  of  5th  May  1988  was  Dr  Sean  McCarthy  a  Junior  Minister  in  the 
said  Department  who  had  been  making  representations  on  behalf  of  Taher  Meats  Limited. 

As  appears  from  the  notes  of  the  meeting  taken  by  Mr  Timbs,  the  Minister  for  Industry 
Commerce,  having  heard  their  representations,  informed  them  that  as  the  aggregate 
under  the  credit  and  finance  schemes  had  reached  the  ceiling  set  by  legislation  he 
not  consider  either  of  the  Companies  applications,  regardless  of  the  risk  assessment 

^Fhe  Minister,  at  this  meeting,  made  it  clear  that  the  aggregate  liability  under  the  credit 
~*od  finance  schemes  had  reached  the  ceilings  set  by  legislation  and  he  could  not  consider 
~*rther  of  the  companies'  applications  regardless  of  the  risk  assessment.  He  indicated  that 
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the  matter  would  be  going  to  Government  but  that  he  expected  opposition  from  the 
Department  of  Finance  and  that  accordingly  it  might  take  sometime  for  the  necessary 
legislation  to  be  enacted. 

The  Minister  indicated  that  the  ceiling  for  Iraq  had  been  reached  and  that,  in  his  view, 
exposure  in  that  country  was  now  at  the  maximum  level  acceptable  but  that  the  matter 
would  be  brought  to  Government. 

The  Minister  concluded  the  meeting  by  asking  the  visitors  mainly  the  representatives  of 
Taher  Meats  Limited  to  provide  him  with  a  detailed  case  which  he  might  use  in  discussion 
with  Government. 

At  this  time  the  following  meat  processing  companies  were  seeking  Export  Credit  Insur- 
ance in  respect  of  the  export  of  beef  to  Iraq, 

(i)  AIBPI  in  respect  of  contracts  with  a  total  value  of  $155m. 

(ii)  Agra  Trading  Ltd  in  respect  of  a  contract  valued  at  $17m. 

(iii)  Taher  Meats  Ltd  in  respect  of  a  contract  valued  at  £llm. 

(iv)  Halal  Meats  in  respect  of  a  contract  valued  at  $25m. 

The  Companies  concerned  were  in  the  course  of  negotiations  with  the  relevant  Iraqis 
authorities  in  respect  of  such  contracts. 

If  cover  were  granted  as  sought  and  on  the  basis  of  70%  cover  in  respect  of  an  18  month 
credit  period,  the  State's  liability  would  be  increased  by  £93.905m. 

The  granting  of  Export  Credit  Insurance  on  this  scale  at  this  time  was  not  possible  having 
regard  to  the  statutory  ceiling  of  £300m. 

In  view  of  the  then  existing  situation,  Mr  Gerard  Donnelly  of  the  Export  Credit  Section 
of  the  Department  of  Industry  and  Commerce  prepared  on  the  29th  February  1988  a 
Memorandum  entitled  "Ceiling  on  Export  Credit  Insurance  for  Iraq"  for  the  benefit  of 
the  Minister. 

A  summary  of  this  Memorandum  was  also  prepared  on  the  29th  February  1988  and  it  is 
desirable  that  the  summary  thereof  be  set  forth  herein  as  follows: 

-SUMMARY  OF  MEMORANDUM 

Ceiling  on  Export  Credit  Insurance  for  Iraq 

1.  Decision  Sought 

It  is  necessary  to  consider  whether  there  is  a  case  for  increasing  the  export  ceiling 
of  IR£150m.  on  insured  exports  to  Iraq  in  order  to  accommodate  applications  for 
cover  currently  on  hands  from  Irish  exporters. 
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2.  Current  Position 

The  existing  ceiling  of  IR£150m.  was  set  by  the  Government  at  their  meeting  on 
8  September  1987.  Existing  exposure  and  commitments  amount  to  a  contingent 
liability  of  IR£141m.  This  leaves  a  balance  of  IR£9m.  to  cater  for  new  applications. 

3.  New  Applications 

Applications  currently  on  hands,  would,  if  approved,  increase  the  contingent  liabil- 
ity by  IR£59.26m.  An  increase  of  £50.26m.  in  the  existing  ceiling  would  be  required 
to  accommodate  these  new  applications. 

4.  Application  from  Anglo-Irish  Beef  Processors  (AIBP) 

The  bulk  of  the  additional  liability  would  arise  as  a  result  of  an  application  from 
AIBP  for  increased  cover  on  exports  to  Iraq.  AIBP  have  already  been  provided 
insurance  cover  on  exports  valued  at  DM  257.1m.  (contingent  liability  IR£76.75m). 
They  have  also  been  offered  insurance  to  cover  a  further  US$30m.  sales  to  Iraq 
and  are  now  looking  for  additional  insurance  to  cover  additional  sales  of  US$125m. 
to  Iraq.  The  additional  US$125m.  sales  would,  if  insured,  give  rise  to  an  increase 
of  IR£54.7m.  in  the  Minister's  liability  over  and  above  existing  commitments. 

5.  Possibility  of  Additional  Spare  Capacity 

It  is  possible  that  additional  spare  capacity  may  arise  within  the  existing  £150m. 
ceiling. 

This  would  result  from, 

(a)  settlement  of  overdue  debts  by  the  Iraqis  (maximum  IR£4.2m.), 
or 

(b)  existing  offers  of  insurance  not  being  taken  up  by  exporters  (amount 
indeterminable). 

6.  Conclusions  and  Recommendations 

{a)  A  current  credit  assessment  of  Iraq  conducted  by  ICI  concludes  that  Iraq  is  a 
high  risk  market  and  strongly  recommends  that  no  further  credit  be  offered  to 
Iraq  under  the  Export  Credit  Insurance  Scheme; 

(b)  Ireland  has  a  liberal  attitude  with  Iraq  compared  with  our  EEC  partners. 
Netherlands,  Spain,  Greece,  Italy  and  Denmark  have  all  suspended  cover. 
Limited  cover  only  is  available  in  the  UK.  Germany,  France  and  Belgium; 

(c)  The  existing  statutory  limit  for  all  exports  under  the  Scheme  is  IR£300m.  Cur- 
rent exposure  in  respect  of  exports  worldwide  is  £185m.  In  order  to  accommod- 
ate the  existing  ceiling  of  IR£150m.  on  exports  to  Iraq  an  increase  in  the  statut- 
ory limit  will  be  necessary  and  amending  legislation  will  be  submitted  for 
Government  approval  shortly  (to  increase  the  statutory  limit  to  IR£500m.)  A 
£150m.  liability  in  Iraq  represents  40%  of  total  liability  worldwide  and  some 
30%  of  the  proposed  new  statutory  limit.  This  is  already  considered  to  be 
excessive. 
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(d)  Spare  capacity  within  the  existing  ceiling  amounts  to  £9m.  £4.56m  would  be 
required  to  meet  applications  currently  on  hands  from  non-beef  exporters.  It  is 
advisable  that  the  remaining  £4.4m  be  set  aside  to  allow  for  possible  additional 
liability  arising  from  exchange  rate  fluctuations  and  from  the  5%  variation 
clause  in  the  existing  AIBP  contract. 

It  is  therefore  Recommended 

(1)  that  we  maintain  the  IR£150m.  ceiling  as  our  absolute  maximum  liability  for 
Iraq; 

(2)  that  current  spare  capacity  within  this  ceiling  be  allocated  on  the  basis  outlined 
in  (d)  above;  and 

(3)  AIBP  be  informed  that  no  additional  insurance  cover  is  available  above  the 
US$30m.  sum  already  offered  for  insurance. 


G  Donnelly 

29th  February  1988" 

The  Appendix  1  to  the  said  Memorandum  set  forth  the  commitments  existing  as  of  Janu- 
ary 1988  with  regard  to  the  granting  of  Export  Credit  Insurance  for  beef  exports  to  Iraq 
as  follows: — 


3.  Breakdown  of  Commitments  —  January  1988 


Company 

Contract 
Value 

Exch 
Rate 

Credit 
Period 
(Months) 

% 

Liability 
IR£ 

AIBP 

US$30m 

1.60 

18 

70 

£13.125m 

Hibernia 

US$41 1.5m 

1.6 

12 

80 

£5.75m 

US$1 7.0m 

1.6 

12 

80 

£8.50m 

US$17.5m 

1.6 

18 

70 

£7.66m 

Master  Meat  Packers 

IR£10m. 

18 

70 

£7.00m 

4.  New  Applications  on  Hands 

Anglo  Irish  US$125m.  — 


18  months 


70% 


£54.7m.u 
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5.  Applications  which  are  not  being  provided  with  insurance  Cover 


Company 


Contract 
Value 


Agra  Trading  US$17m. 
(Beef) 

Taher  Meats  IRJEllm. 

Halai  Meats  US$25m. 


Credit 
Period 


18  months 
18  months 


Level  of 
Indemnity 


18  months  70% 


70% 
70% 


State 
Liability 
IR£ 

£  7.44m.u 

£  7.7m. 
£10.94m. 


This  Memorandum,  together  with  minutes  thereon,  written  by  Mr  Timbs  and  Mr  O'Reilly 
were  submitted  to  the  Minister  for  Industry  &  Commerce  by  the  Secretary  on  the  22nd 
day  of  March  1988.  These  minutes  are  of  importance  and  merit  inclusion  in  this  Report. 


"Mr  Ted  O'Reilly 
Assistant  Secretary 


Detailed  Memorandum,  with  summary,  on  the  question  of  Export  Credit  Insurance 
for  Iraq  is  submitted  across  please. 

I  support  the  recommendations  in  the  Memorandum.  In  addition  to  the  request  from 
AIBP  for  cover  in  respect  of  additional  sales  of  US  $125m.  I  understand  that  Halal 
Meats  intend  applying  for  cover  in  respect  of  US  $25m.  contract  and  Hibernia  Meats 
would  apply  for  insurance  cover  in  respect  of  a  further  US  $50m.  sales  to  Iraq.  It  is 
also  likely  that  were  it  known  that  we  were  again  open  for  insurance  Agra  Trading 
and  Taher  Meats  would  also  apply  for  additional  substantial  cover. 

I  spoke  to  Minister  Reynolds,  at  his  request,  about  Export  Credit  Insurance  for  Iraq 
and  advised  him  of  the  Memorandum  across  which  I  indicated  would  be  submitted 
to  him  formally. 


Joe  Timbs 
March,  1988, 

Mr  O'Reilly 
J.T.  9/3 


1*  Secretary 

2,  Runai  Aire 

3,  Private  Sec.  to  Minister  S  Brennan. 

As  I  write  the  fundamental  issue  is  that  the  existing  statutory  limit  £300m.  has  been 
practically  reached.  The  aggregate  amount  of  the  existing  exposure,  in  terms  of  insur- 
ance business  written,  is  £290m. 
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Of  this  £114m  to  Iraq.  Therefore  the  balance  within  the  Iraq  limit  (£150  —  £114  = 

£36m)  cannot  now  be  allocated.  It  must  await  the  passage  of  the  legislation  which  it 
is  expected  to  put  before  Government  in  a  week  or  so. 

Common  sense  would  suggest  that  with  Iraq  at  £114m.  accounting  for  40%  of  the 
total  £290m.  business  written  the  portfolio  is  dangerously  unbalanced. 

The  situation  in  the  Iran/Iraq  war  is  deteriorating  daily.  A  delicate  truce  of  a  few 
days  duration  has  on  Sunday  been  shattered  by  Iraqis  firing  missiles  at  Tehran  in  the 
battle  of  the  cities.  This  phase  would  seem  to  be  more  dangerous  for  our  purposes 
than  engagements  in  the  provinces  or  at  sea. 

As  the  figures  stand  at  present  there  can  be  no  question  of  giving  cover  to  AIBP  now. 
The  balance  remaining  under  the  statutory  limit  cannot  be  deemed  to  be  available  for 
them.  Otherwise  there  would  be  the  situation  that  the  Government  is  closed  for 
Export  Credit  Insurance  business  in  every  country  except  Iraq!  I  have  asked  that  the 
position  today  be  confirmed  or  ascertained  from  ICI  and  that  the  figures  be  clearly 
identified.  Competing  demands  would  have  to  be  looked  at  closely  but  in  general  I 
would  suggest  that  the  balance  remaining  £10m.,  must  be  left  available  for  exports 
everywhere  except  Iraq.  There  will  be  considerations  in  some  peoples  minds  about 
the  state  of  contracts  in  Iraq  but  I  suggest  that  we  would  look  silly  if  we  had  to  refuse 
cover  to  an  exporter  for  some  country  where  there  are  no  such  political  disturbances 
evident  on  the  grounds  that  we  have  to  give  it  to  Iraq. 

On  the  question  of  giving  further  cover  to  meat  exporters  to  Iraq  there  are  some 
basic  considerations.  It  is  necessary  to  try  to  ensure  the  best  possible  price  for  Irish 
meat  but  it  is  also  necessary  to  be  seen  exercising  equity  in  the  allocations  of  cover. 
Within  those  factors  there  is  the  further  consideration  as  to  what  extent  the  State 
should  be  prepared  to  go  in  supporting  one  individual  entity.  The  outcome  of  continu- 
ing indefinitely  is  to  increase  the  dominance  of  that  entity  with  obvious  consequences. 
Incidentally  Goodman  International  have  let  over  100  people  go  at  Bailieboro. 

If  it  were  decided  to  go  that  road  there  should  be  no  difficulty  about  increasing  the 
£150m.  limit  which  would,  as  mentioned,  only  be  operative  after  the  legislation.  This 
could  be  done,  as  it  was  before,  with  the  approval  of  the  Minister  for  Finance. 

The  critical  issue  is  (i)  whether  to  do  so  and  (ii)  if  the  decision  on  (i)  is  YES  by  what 
amount.  It  seems  to  me  that  it  cannot  be  for  AIBP  alone.  There  are  other  applicants 
who  say  that  they  have  contracts  or  that  they  have  been  invited  to  tender.  On  what- 
ever additional  amount  of  cover  might  be  provided  for  AIBP  in  the  event  of  extending 
the  £150m.  limit  it  seems  to  me  that  ,  as  their  increased  business  is  magnifying  the 
State's  risk,  they  would  have  to  accept  punishing  terms.  The  entity  operates  on  such 
a  scale  that  the  new  business  and  the  risks  attaching  to  it  should  be  borne  in  three 
equal  segments,  (i)  by  AIBP  (they  carried  all  their  risk  in  1985/86),  (ii)  their  banks 
and  (iii)  the  State.  As  regards  (iii)  we  could  then  neguiiate  terms  that  would  have  to 
be  very  stringent  and  would  have  10  be  more  demanding  than  those  in  the  existing 
bargain. 

The  same  kind  of  terms  would  have  to  be  required  of  other  meat  firms,  who  at  present 
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enjoy  commitments  on  the  same  terms  as  AIBP,  if  they  were  to  be  given  extended 
cover  under  new  limits.  On  the  other  hand  equity  would  seem  to  require  that  any 
cover  commitment  given  under  extended  limits  for  Iraq  should  be  on  the  same  terms 
as  that  originally  given  in  commitments  to  AIBP  and  others. 

Because  it  is  obviously  wrong  in  terms  of  a  balance  in  the  total  exposure  I  would  be 
opposed  to  seeking  extended  cover  for  Iraq.  The  real  benefits  of  the  business  in  Iraq 
are  assumed  to  exist.  I  haver  never  seen  any  analysis  of  them  in  precise  terms  or 
whether  such  benefits  might  be  obtained  by  exports  to  another  country.  One  develop- 
ment is  clear;  the  more  contracts  that  Irish  meat  entities  get  in  Iraq  the  more  they 
will  expect  Export  Credit  Insurance  cover  and  the  more  will  the  State's  exposure  in 
this  obviously  risky  market  be  increased.  Another  obvious  factor  is  the  consideration 
whether  Irish  entities  are  getting  the  business  because  other  countries  do  not  provide 
insurance. 


Ted  O'Reilly 
March,  1988." 


"Minister 

"Memo  on  extended  cover  for  Iraq  is  submitted  across  for  consideration  together 
with  proceeding  minutes. 

"Given  the  magnitude  of  business  now  being  undertaken  in  this  market,  claims  or 
indeed  one  claim  could  have  a  critical  effect  on  Exchequer  finances  in  any  particular 
year." 

JD 

22/3" 

On  the  31st  day  of  March  1988  Mr  Timbs  wrote  to  the  Insurance  Corporation  of  Ireland 
stating:— 

"I  am  writing  just  to  ensure  that  there  are  no  misunderstandings  in  relation  to  Iraq. 
The  position  is,  as  I  have  told  all  the  meat  companies  who  have  contacted  me,  that 
we  are  not  open  for  business  for  meat  contracts  for  Iraq  and  do  not  envisage  being 
so  in  the  future." 


of  the  31st  day  of  March  1988  the  Department  of  Industry  &  Commerce  was  "not 
&pen  for  business  for  meat  contracts  for  Iraq"  and  did  not  "envisage  being  so  in  the 


>  decisions  had  been  taken,  for  various  reasons,  not  to  grant  the  Export  Credit 
which  had  been  sought  by  them  to  Agra  Trading  Ltd,  Taher  Meat  Packers  Ltd, 
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By  the  letter  dated  the  27th  day  of  November  1987  (amended  and  back  dated),  AIBP  had 
sought  insurance  cover  for  a  further  $155m  in  respect  of  contracts  for  the  sale  of  beef  to 
Iraq.  The  Minister  for  Industry  &  Commerce  had  informally  offered  insurance  cover  in 
the  sum  of  $30m  in  respect  of  these  sales  in  November  1987  to  AIBP,  so  that  the  net 
additional  cover  sought  by  AIBP  for  such  contracts  was  $125m. 

It  was  pointed  out  in  the  aforesaid  Memorandum  prepared  by  the  Export  Credit  section 
of  the  Department  of  Industry  &  Commerce  and  submitted  to  the  Minister  for  Industry  & 
Commerce  that:— 

"(1)  an  increase  in  the  ceiling  of  £150m  would  be  required  to  facilitate  this  request; 

(2)  the  provision  of  such  insurance  cover  for  the  amount  of  $125m  would  involve  a 
net  increase  of  £54.7m  in  the  Minister's  liability  over  and  above  existing  com- 
mitments. 

(3)  it  was  not  possible  to  facilitate  this  contract  within  the  £150m  ceiling  at  either 
70%  or  80%  level  of  indemnity. 

(4)  Halal  Meats,  Agra  Trading  and  Taher  Meats  had  sought  Export  Credit  Insur- 
ance involving  a  total  liability  of  some  £26m. 

(5)  Halal  Meats  were  informed  by  the  Minister  for  Industry  &  Commerce  that  insur- 
ance cover  could  not  be  considered  until  such  time  as  Halal  had  provided  clear 
evidence  that  they  had  a  contract  in  Iraq  and  that  Agra  Trading  and  Taher 
Meats  were  told  that  no  further  insurance  cover  was  available  within  the  £150m 
ceiling. 

(6)  that  if  the  Government  decided  to  increase  the  £150m  ceiling,  it  might  wish  to 
take  account  of  the  position  of  other  exporters  such  as  Halal,  Agra  Trading  and 
Taher  Meats  in  setting  the  new  ceiling/' 

As  previously  stated  this  Memorandum  recommended  strict  adherence  to  the  £150m  ceil- 
ing and  that  AIBP  be  informed  that  no  further  insurance  cover  is  available  above  the 
$30m  already  offered  at  70%  indemnity  by  the  Minister  for  Industry  &  Commerce. 

Though  Taher  Meats  Limited  had  been  refused  Export  Credit  Insurance,  they  continued 
to  make  representations  in  regard  thereto  and  on  the  5th  day  of  May  1988  their  represent- 
atives met  the  Minister  for  Industry  and  Commerce. 

On  the  7th  of  July  1988  the  Minister  through  his  Private  Secretary  wrote  to  Mr  Fitzpatrick 
of  Taher  explaining  why  at  that  time  it  would  not  be  possible  to  give  him  Export  Credit 
Insurance;— 

"The  position  with  regard  to  Export  Credit  Insurance  for  Iraq  is,  as  explained  to  you 
by  the  Minister,  that  the  ceiling  on  exposure  for  that  country  has  effectively  been 
reached.  The  small  amount  of  cover  remaining  available  is  being  allocated  to  small 
contracts,  of  a  size  which  would  be  of  no  interest  to  meat  exporters.  The  Minister 
regrets,  therefore,  that  export  credit  insurance  cover  cannot  be  made  available  foi 
the  Taher  Meats  contract  or  indeed  any  other  major  contract  in  Iraq  for  the  foresee- 
able future**. 
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On  the  24th  day  of  October  1988,  Taher  Meats  wrote  to  the  ICI  in  the  following  terms:— 

"I  write  to  inform  you  that  we  can  no  longer,  as  a  Company,  accept  the  treatment 
been  given  to  us  by  the  Insurance  Corporation  of  Ireland.  I  write  out  of  exasperation 
and  anger  at  the  way  our  best  efforts  to  obtain  insurance  cover  for  Iraq  have  been 
persistently  frustrated  and  sometimes  ignored  by  your  company. 

On  13  November,  1987, 1  wrote  to  your  Company  seeking  cover  for  IR£14  million  on 
an  Iraqi  Letter  of  Credit  opened  by  Rafidain  Bank  with  a  540  day  delay  payment 
term.  I  spoke  with  you  several  times  on  the  telephone  and  visited  you  on  a  number 
of  occasions  in  your  office,  in  connection  with  this  matter,  but  all  to  no  avail  as  no 
offer  was  made  to  us. 

On  07  and  16  March,  1988  I  made  two  further  requests  in  writing  for  cover,  but  again, 
whilst  not  receiving  a  reply  from  ICI,  we  did  not  obtain  cover. 

Following  our  meeting  on  29th  March,  1988  I  wrote  to  you  on  30  March  giving  details 
on  Taher  Meats  and  the  investments  which  we  proposed  embarking  on  at  our  abattoir 
at  Roscrea,  Co.  Tipperary.  Again,  I  requested  cover  for  Iraq  and  again,  no  success 
followed  from  that  letter. 

On  08  June  last,  I  wrote  to  you  confirming  that  we  had  signed  a  US$4.8  million 
contract  with  Iraq  and  I  sought  cover  for  this  amount.  Unfortunately,  no  cover  was 
again  forthcoming. 

On  14  October,  1988  I  wrote  to  you  enclosing  copy  of  a  Letter  of  Credit  opened  by 
Rafidain  Bank  and  confirmed  by  Gulf  Bank,  London.  I  also  enclosed  a  copy  of  Gulf 
Bank's  commitment  with  that  letter.  The  purpose  of  this  letter  was  for  information 
only,  in  order  to  prove  to  you  that,  not  alone  did  we  have  contacts  in  Iraq,  but  we 
were  also  capable  of  doing  business. 

We  are  now  sick  and  tired  of  our  singularly  unfair  treatment  from  ICI  in  regard  to 
cover  for  Iraq.  I  thought  that  when  our  Government  took  over  the  ICI  liabilities  etc., 
and  the  Company  itself  from  AIB,  that  it  became  a  Semi-State/State  owned  company. 
However,  on  the  Iraqi  market,  it  appears  to  act,  in  the  main,  for  just  one  company. 
Why  is  this  so?  Why  can't  we  have  fair  play  and  equality  in  the  use  of  the  Insurance 
Fund  for  Export  Guarantees?  We  will  not  be  cutting  across  any  other  Irish  exporter 
on  the  Iraqi  market.  Our  business  is  new  and  will  be  in  addition  to  existing  business 
there.  When  we  made  our  first  application  nearly  one  year  ago,  we  were  told  that 
while  the  cover  for  Iraq  was  exhausted,  that  we  could  expect  to  be  offered  cover 
when  Rafidain  L/Cs,  with  deferred  payment  terms,  reached  maturity.  What  is  the 
position  on  payments  from  Iraq  and  when  can  we  expect  an  offer? 

Unlike  other  Irish  companies  seeking  business  in  Iraq,  we  are  currently  supplying 
beef  without  the  aid  of  ICI  cover,  albeit  the  cost  to  the  Company  is  in  excess  of  IR£1 
million.  We  have  people  on  the  ground  in  Iraq  who  work  in  very  close  liaison  with 
both  the  Iraq  Company  for  Meat  Production  and  Marketing  and  also  the  Rafidain 
Bank.  Any  problems  that  may  arise  can  easily  be  sorted  out  within  hours. 

As  mentioned,  previously,  the  Company  intends  spending  about  IR£8  million  at  its 
abattoir  in  Roscrea,  When  this  expenditure  is  completed,  our  employment  level  there 
will  be  in  excess  of  300  people.  Our  Company  has  submitted  to  the  I.D.A.  a  Five 
Year  Development  Plan.  When  completed,  our  investment  in  the  country  will  be  of 
the  order  of  IR£30  million  employing  nearly  LUU0  people. 
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Mr  Naser  Taher,  who  is  the  principal  shareholder  in  Taher  Meats,  is  totally  confused 
in  regard  to  this  ICI  business  and  cannot,  for  the  life  of  him,  understand  how  only 
one  or  two  meat  companies  are  able  to  secure  cover  from  ICI.  He  wishes  to  know 
what  is  the  secret,  what  does  he  have  to  do,  who  does  he  have  to  see,  who  does  he 
have  to  talk  to  in  order  that  we  might  get  cover  for  our  Iraqi  business?  He  only  asks 
for  equal  opportunity  for  competition  in  this  market 

Since  our  first  letter  to  you  nearly  one  year  ago,  about  20,000  tonnes  of  beef  have 
been  shipped  to  Iraq  from  Ireland,  most  of  it  exported  by  one  company.  Some  of  this 
meat  was  only  contracted  for  in  June  of  this  year.  How  come  cover  was  available  for 
this  beef?  In  1986/1987,  a  total  of  over  28,000  tonnes  was  exported  from  Ireland  to 
Iraq.  Are  we  to  take  it  that  the  fund  has  been  pre-booked  by  a  chosen  few,  or  are  we 
to  take  it  that  we,  as  a  Company,  are  never  going  to  get  ICI  Export  Credit  Insurance 
for  Iraq,  for  what  ever  reason?  Consequently,  should  the  Company  be  considering  a 
move  to  some  other  country  as  a  better  investment  prospect  where  equality  of  treat- 
ment will  be  guaranteed? 

As  an  Irishman,  who  once  had  to  emigrate,  I  would  be  appalled  if  foreign  investors 
were  effectively  told  that  they  were  not  wanted  in  Ireland.  I  would  have  thought  that 
with  the  state  of  the  agri-business  sector  at  the  moment  in  Ireland,  that  we  needed 
more,  not  less,  competition. 

Over  the  next  year,  we  are  in  a  position  to  conclude  IR£30  million  of  business  in 
meat  with  Iraq.  Should  we  obtain  ICI  cover  on  this,  the  business  will  bring  about, 
inter  alia: 

i)  substantial  investment  in  capital  expenditure  in  Roscrea; 

ii)  increased  jobs  in  year  round  working  in  our  abattoir  at  Roscrea;  and 

iii)  more  competition  for  producers  of  cattle  in  Ireland, 

Yesterday,  we  put  in  place  with  the  Rafidain  Bank,  a  Bid  Bond  to  enable  us  to  tender 
for  a  contract  which  requests  closing  offers  by  close  of  business  to-day. 

We  now  formally  request  the  facilities  for  IR£30  million  under  the  Export  Credit 
Insurance  Scheme  to  cover  business  in  Iraq  with  540  day  delayed  payment  terms.  We 
know  that  the  Insurance  (Export  Guarantees)  Bill,  1988  which  passed  all  its  stages  in 
the  Dail  and  the  Senate,  increased  the  fund  from  IR£300  million  to  IR£500  million. 
Has  all  this  money  been  allocated?  Why  can't  we  even  have  a  small  percentage  of 
the  overall  fund?  10  percent,  8  percent,  6  percent? 

Your  earliest  reply  to  the  above  matter  is  of  the  utmost  importance. 

Yours  sincerely 


A.C  Fitzpatrick 
Managing  Director." 


On  the  2nd  day  of  November,  1988  Mr  Fitzpatrick  and  Mr  Taher  met  the  Minister  for 
Trade  and  Marketing,  Mr  Brennan,  to  discuss  Export  Credit  Insurance.  Mr  Donnelly 
prepared  a  report  of  the  meeting  which  was  as  follows:— 
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REPORT  OF  MEETING 

1.  On  Wednesday,  2  November,  1988  the  Minister  for  Trade  and  Marketing,  Mr 
Seamus  Brennan  TD,  met  with  Mr  Gus  Fitzpatrick  and  Mr  Naser  Taher  of  Taher 
Meats  Ltd,  concerning  the  provision  of  Export  Credit  Insurance  for  Iraq. 

2.  The  company  representatives  complained  that  they  had  been  seeking  Export 
Credit  Insurance  cover  on  beef  contracts  in  Iraq  from  ICI  for  the  past  twelve 
months  or  so  but  without  any  success.  They  were  at  present  completing  an  existing 
contract  for  the  supply  of  US$5m.  worth  of  beef  to  Iraq  in  respect  of  which  they 
had  had  to  obtain  cover  in  the  private  market  in  the  UK.  This  had  been  extremely 
expensive  and  the  need  to  obtain  cover  in  this  way  in  the  future  would  impact  on 
their  ability  to  win  new  contracts  in  Iraq.  Mr  Taher  reminded  the  Minister  that 
when  they  originally  applied  for  insurance  from  ICI  they  had  been  told  that  insur- 
ance cover  could  not  be  provided  unless  the  company  had  a  contract.  The  company 
subsequently  successfully  negotiated  a  contract  in  respect  of  which  they  were 
required  to  put  up  a  bid  bond.  However,  when  they  returned  to  ICI  they  were 
then  informed  that  cover  was  no  longer  available.  As  a  result  the  company  were 
not  in  a  position  to  proceed  with  the  contract  and  the  bid  bond  is  now  in  danger  of 
being  confiscated.  This  would  clearly  represent  a  tremendous  loss  to  the  company. 

3.  In  response  Minister  Brennan  indicated  that  Minister  Reynolds  took  a  significant 
and  direct  interest  in  the  Export  Credit  Insurance  Scheme  and  he  undertook  to 
brief  him  fully  on  the  case  made  by  Taher  Meats.  Minister  Brennan  appreciated 
fully  the  company's  feelings  on  the  matter.  Minister  Brennan  indicated  however 
that  the  current  limit  on  exports  to  Iraq  was  to  all  intent  and  purposes  reached 
and  no  further  cover  was  available  at  present.  Mr  Taher  indicated  that  he  had 
been  informed  by  the  Iraqi  authorities  that  a  "major  meat  exporter"  had  been 
given  additional  cover  worth  IR  £80m.  by  the  Irish  Export  Credit  Agency.  Minister 
Brennan  said  that  no  such  offer  could  have  been  made  within  the  existing  limit  of 
£150m. 

4.  Messrs.  Fitzpatrick  and  Taher  thanked  the  Minister  for  receiving  them  and  looked 
forward  to  positive  developments  in  relation  to  their  application  for  cover  in  Iraq. 


3  November  1988. 

ex.  Secretary 

P.S.  to  Minister 

P.S.  to  Minister  Brennan 

Mr  T.  O'Reilly,  Asst.  Sec, 

Mr  J.  Timbs 

Mr  L.  Kilroy 

Mr  J.  Fanning 

Mr  J.  Hanney" 

In  January  1988,  the  Department  of  Industry  and  Commerce  began  preparing  the  Memor- 
andum for  Government  to  seek  an  increase  in  the  aggregate  amount  of  liabilities  which 
the  Minister  could  assume  in  connection  with  the  Insurance  Acts  from  £300m  to  £500m. 

m 

*Ble  draft  Memorandum  was  circulated  to  the  other  Departments  concerned  and  their 
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observations  sought  and  obtained,  which  were  incorporated  in  the  Memorandum  for  Gov- 
ernment dated  the  2nd  June  1988. 

In  a  Memorandum  prepared  for  the  information  of  the  Minister  for  Agriculture  and  Food 
on  the  Memorandum  on  the  increase  from  £300  to  £500  million  the  Department  strongly 
supported  the  Memorandum  for  the  following  reasons:— 

"1.  Third  country  markets  are  very  important  markets  for  agricultural  exports  par- 
ticularly beef.  In  1987,  47%  of  our  total  beef  exports  went  to  Third  countries, 
mainly  Egypt,  Iran  and  Iraq.  Trade  with  these  countries  involves  a  higher  risk 
than  normal  for  exporters  because  of  the  political  situation  in  the  Middle  East 
and  to  a  lesser  extent  in  North  Africa.  Exporters  to  these  destinations  require 
Export  Credit  Insurance  Cover  at  reasonable  cost. 

2  The  increase  in  the  Export  Credit  Insurance  limit  for  Iraq  has  helped  to  ensure 
the  continuance  of  our  very  high  level  of  trade  with  Iraq.  It  is  essential  that  the 
increase  in  the  availability  of  cover  for  exports  to  Iraq  does  not  reduce  the  cover 
available  to  other  destinations. 

3  The  ability  of  Irish  Agricultural  exporters  to  continue  to  trade  with  third  countries 
will  be  greatly  influenced  by  the  availability  of  Export  Credit  facilities.  Indeed 
the  expansion  of  this  trade  and  the  diversification  into  the  value  added  product 
area,  which  is  our  objective,  will  increase  the  demand  for  insurance  cover. 

4  Demands  by  third  country's  importers  of  dairy  products  for  credit  terms  which 
we  could  not  meet  have  resulted  in  the  loss  of  some  trade.  The  availability  of 
additional  credit  may  help  in  regaining  some  of  this  trade. 

5  In  supporting  the  proposal  we  would,  however,  urge  that,  in  the  allocation  of  the 
additional  resources,  a  policy  of  positive  discrimination  in  favour  of  agricultural 
products,  which  are  entirely  indigenous,  should  apply". 

On  the  2nd  day  of  June  1988  the  Minister  for  Industry  and  Commerce  submitted  a  Memor- 
andum for  Government,  dealing  with  "Increase  in  the  Statutory  Limit  on  Liability  under 
the  Exports  Credit  Insurance  and  Finance  Schemes. " 

It  appears  from  this  Memorandum  that  the  decision  sought  was: 

"1.  The  Minister  for  Industry  and  Commerce  requests  the  Government  to  approve:— 

(1)  An  increase  in  the  aggregate  amount  of  liabilities  which  the  Minister  may 
assume  in  respect  of  guarantees  in  connection  with  exports  under  the  Insur- 
ance Act  1953  as  amended  from  IR£300m  to  IR£500m. 

(2)  The  text  of  a  Bill,  which  would  enable  the  increase  sought  to  be  implemented. 

(3)  The  presentation  and  circulation  of  the  Bill  to  the  Oireachtas/' 

This  Memorandum  did  not  seek  an  increase  in  the  ceiling  in  respect  of  exports  to  Iraq  but 
continued  as  follows:-  - 

Reason  for  Proposal 

2.  Under  the  Insurance  Act,  1953  the  Minister  for  Industry  and  Commerce  may, 
with  the  consent  of  the  Minister  for  Finance,  make  arrangements  for  the  giving  of 
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guarantees  for  the  purposes  of  encouraging  exports.  This  legislation  has  led  to  the 
development  of  the  Export  Credit  Insurance  and  Finance  Schemes.  The  principal 
aims  of  the  Schemes  are  to  assist  and  encourage  Irish  exporters  by  providing  them 
with  protection  against  non-payment  by  foreign  buyers  due  to  various  political  and 
commercial  risks,  and  to  help  maintain  the  competitiveness  of  Irish  exports  by 
providing  access  to  export  credit  finance.  Since  1971,  the  Schemes  have  been 
administered  by  Insurance  Corporation  of  Ireland  pic  as  agent  of  the  Minister. 

3.  The  Insurance  Act,  1953  provided  that  the  maximum  liability  which  the  Minister 
could  assume  at  any  one  time  in  respect  of  insured/guaranteed  exports  amounted 
to  £2m.  Since  then  the  maximum  liability  was  increased  in  August,  1961  to  £5m, 
in  April,  1969  to  £10m,  in  June  1971  to  £30m,  in  December  1978  to  £100m,  and  in 
December  1981  to  £300m.,  respectively. 

4.  The  Government  decided  (S.15005C)  on  8  September  1987 

(1)  that  the  ceiling  for  insured  exports  to  Iraq  should  be  raised  from  £70m.  to 
£150m  and 

(2)  that  the  question  of  increasing  the  ceiling  for  Export  Credit  Insurance  gener- 
ally might  be  considered  further  at  a  later  date,  as  and  when  the  need  arises. 

5.  The  maximum  liability  of  the  Minster  under  the  Export  Credit  Insurance  and  Fin- 
ance Schemes  has  now  reached  nearly  £298m.  Insofar  as  Iraq  is  concerned,  total 
exposure  plus  commitments  amount  to  £145m.  As  well  as  the  increase  in  demand 
for  cover  for  the  Iraqi  market,  an  increase  in  general  demand  for  Export  Credit 
Insurance  for  markets  worldwide  is  likely  to  occur  over  the  next  few  years  as 
exports  grow.  Total  exports  reached  a  record  £10,500m.  in  1987.  Accordingly,  the 
Minister  considers  it  desirable  to  increase  the  aggregate  amount  of  liabilities  which 
he  may  assume  in  respect  of  guarantees  under  the  Insurance  Act  1953  as  amended 
from  £300m  to  £500m. 

6.  An  amendment  to  the  Insurance  Acts  will  be  necessary  to  give  effect  to  the  Minis- 
ter's proposal.  An  appropriate  Bill  has  been  drafted  by  the  Parliamentary 
Draftsman  and  is  attached  at  Appendix  L 

Staffing  and  Cost  implications: 

7.  There  are  no  staffing  implications  associated  with  the  proposal.  The  raising  of  the 
ceiling  allows  for  an  increase  in  the  aggregate  amount  of  exports  which  can  be 
insured.  The  Exchequer  implications  of  such  an  increase  are  (a)  an  increase  in 
premium  income  and  (b)  a  likelihood  of  an  increase  in  the  amount  of  claims  in  the 
future. 

Consultation  with  other  Ministers 

8.  The  Tanaistc  and  Minister  for  Foreign  Affairs  and  the  Minister  for  the  Marine 
have  no  observations  to  offer  on  the  Memorandum. 

9.  The  Minister  for  Agriculture  and  Food  strongly  supports  the  proposal  to  increase 
the  liability  limit  for  Export  Credit  insurance  from  £300m  to  £500m.  He  stales  that 
if  agricultural  exports  arc  to  be  maintained  and  expanded  in  particularly  difficult 
markets  it  is  essential  that  adequate  export  credit  facilities  be  made  available.  In 
the  allocation  of  the  additional  cover  the  Minister  for  Agriculture  and  Food  urges 
that  a  policy  of  positive  discrimination  in  favour  of  value  enhanced  agricultural 
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products  should  be  adopted  in  view  of  the  importance  of  agricultural  exports  to 
the  economy  and  the  entirely  indigenous  nature  of  these  products. 

The  Minister  for  Industry  and  Commerce  notes  the  views  of  the  Minister  for  Agri- 
culture and  Food  and  recognises  the  need  to  ensure  that  the  current  significant 
level  of  export  credit  facilities  afforded  to  agricultural  exports  is  continued.  He 
pointed  out,  however,  that  this  objective  must  be  set  against  the  need  for  adher- 
ence to  sound  commercial  underwriting  procedures,  the  development  of  a  balanced 
portfolio  of  risk  and  the  continued  provision  of  export  credit  facilities  to  Irish 
exporters  generally. 

10.  The  Minister  for  Finance  has  raised  no  objection  to  the  submission  of  the  Memor- 
andum to  the  Government  subject  to  the  inclusion  in  the  Memorandum  of  the 
following  observations: 

The  Minister  for  Finance  is  concerned  al  the  deficit  which  has  accumulated  under 
the  Schemes  in  recent  years.  Any  increase  in  the  statutory  limit  on  liability 
increases  the  potential  for  default  and  thus  entails  greater  risk  for  the  Exchequer. 
The  Minister  would  stress  the  need  for  tight  procedures  and  rigorous  assessment 
of  all  proposals  under  these  Schemes  in  order  to  ensure  that  further  demands  on 
the  Exchequer's  resources  are  kept  to  the  absolute  minimum". 

The  Minster  for  Industry  and  Commerce  would  make  the  following  comments  on 
the  observations  of  the  Minister  for  Finance. 

Total  insured  exports  under  the  scheme  since  1971  amount  to  some  £4.5  billion. 
The  cumulative  deficit  figure  at  the  end  of  1987  amounted  to  £12m  or  0.26% 
of  turnover  covered  since  1971.  This  compares  very  favourably  with  experiences 
elsewhere.  Approximately  £9m.  of  the  deficit  is  in  respect  of  sovereign  debts  arising 
out  of  foreign  currency  shortages  in  buyer  countries.  There  is  a  reasonable  prospect 
of  recovering  a  significant  proportion  of  this  sum.  In  addition  positive  efforts  are 
being  made  to  recover  debts  which  have  arisen  through  commercial  default. 

Notwithstanding  the  above  the  Minister  for  Industry  and  Commerce  is  in  full 
agreement  with  the  Minister  for  Finance's  views  in  regard  to  further  demands  on 
Exchequer  resources  being  kept  to  a  minimum.  He  intends  to  ensure  the  adherence 
to  strict  and  proper  procedure  with  a  view  to  attaining  this  objective." 

It  appears  from  this  Memorandum  that  the  decision  sought  was: 

"1.  The  Minister  for  Industry  and  Commerce  requests  the  Government  to  approve:— 

(1)  An  increase  in  the  aggregate  amount  of  liabilities  which  the  Minister  may 
assume  in  respect  of  guarantees  in  connection  with  exports  under  the  Insur 
ance  Act  1953  as  amended  from  £300m  to  £500. 

(2)  The  texts  of  the  bill  which  would  enable  the  increase  sought  to  be 
implemented. 

(3)  The  presentation  and  circulation  of  the  Bill  to  the  Oireachtas." 

This  Memorandum  did  not  seek  an  increase  in  the  ceiling  in  respect  of  exports  to  Iiaq. 
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On  the  8th  day  of  June,  1988  the  Secretary  to  the  Government  wrote  to  the  Private 
Secretary  of  the  Minister  for  Industry  &  Commerce  in  the  following  terms: — 

"I  am  to  refer  to  the  Memorandum  ref.  ECI/RT-21  dated  2  June  1988  submitted  by 
the  Minister  for  Industry  &  Commerce  with  the  text  of  the  Insurance  (Export 
Guarantees)  Bill,  1988  and  to  inform  you  that,  at  a  meeting  held  today,  the 
Government: 

(J)  approved  the  text  of  the  Bill,  and 

(2)  authorised  the  Minister  to  present  the  Bill  to  Dail  Eireann  and  to  have  it  circu- 
lated to  Deputies 

on  the  understanding  that  further  demands  on  the  Exchequer  under  the  Export  Credit 
Insurance  and  Finance  Schemes  would  be  kept  to  an  absolute  minimum  by  the  use 
of  strict  procedures  and  the  rigorous  assessment  of  proposals  for  guarantees/' 

The  Insurance  (Export  Guarantees)  Bill  1988  had  passed  all  stages  in  the  Dail  and  Senate 
when  on  the  7th  day  of  July  1988  the  Private  Secretary  to  the  Minister  for  Industry  & 
Commerce,  wrote  to  Mr  Fitzpatrick,  Managing  Director,  Taher  Meats  Ltd  in  the  following 
terms:— 

"Dear  Mr  Fitzpatrick 

The  Minister  for  Industry  &  Commerce,  Mr  Albert  Reynolds,  TD,  has  asked  me  to 
refer  again  to  your  recent  letter  concerning  Export  Credit  Insurance  cover  for  the 
sale  of  meat  to  Iraq. 

The  purpose  of  the  Insurance  (Export  Guarantees)  Bill  1988  which  has  now  passed 
all  stages  in  the  Dail  and  the  Senate  is  to  increase  from  £300m  to  £500m  the  aggregate 
amount  of  liabilities  which  the  Minister  for  Industry  &  Commerce  may  assume  at  any 
one  time  under  the  Export  Credit  Insurance  Scheme,  Where  individual  country  limits 
apply,  as  in  the  case  of  Iraq,  they  are  not  automatically  increased  as  a  result  of  this 
legislation. 

The  position  with  regard  to  Export  Credit  Insurance  for  Iraq  is,  as  explained  to  you 
by  the  Minister,  that  the  ceiling  on  exposure  for  that  country  has  effectively  been 
reached.  The  small  amount  of  cover  remaining  available  is  being  allocated  to  small 
contracts,  of  a  size  which  would  be  of  no  interest  to  meat  exporters.  The  Minister 
regrets,  therefore,  that  Export  Credit  Insurance  cover  cannot  be  made  available  for 
the  Taher  Meats  contract  or  indeed  any  other  major  contract  in  Iraq  for  the  foresee- 
able future." 

In  spite  of  the  increase  in  the  statutory  ceiling  from  £300m  to  £500m,  the  ceiling  already 
fixed  in  respect  of  exports  to  Iraq,  namely  £150m  remained  and  no  allocations  of  cover 
were  made, 

The  Fifth  Session  of  the  Irish/Iraq  Joint  Commission  was  due  to  take  place  in  Baghdad  in 
the  week  beginning  the  7th  of  November  1988.  The  Irish  delegation  to  that  Commission 
was  to  be  led  by  the  Minister  for  Trade  and  Marketing,  Mr  Seamus  Brennan  TD. 

The  Baghdad  Trade  Fair  was  due  to  take  place  in  Baghdad  from  the  1st  to  15th  November 
1988  and  a  number  of  Irish  companies  were  to  be  represented  thereat. 
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In  September  1988  the  Export  Credit  Section  of  the  Department  of  Industry  &  Commerce 
was  carrying  out  a  detailed  review  of  Export  Credit  Insurance  for  Iraq. 

On  the  16th  day  of  September  1988  Mr  Timbs  of  the  International  Trade  Division  of  the 
Department  of  Industry  &  Commerce  wrote  to  Ms  Kerrigan  of  the  Department  of  Agri- 
culture seeking  the  views  of  that  Department  as  to  whether  the  f  150m  ceiling  should  be 
maintained,  increased  or  gradually  reduced. 

In  particular  he  sought  the  views  of  the  Department  of  Agriculture  as  to  whether  the 
ceiling  should  be  increased  to  facilitate  further  beef  contracts  and,  if  so,  by  how  much. 

He  also  sought  the  proposals  of  the  Department  on  what  Irish  meat  companies  should  be 
considered  for  cover  and  how  any  available  cover  should  be  allocated. 

By  letter  dated  6th  October  1988  the  Department  of  Agriculture  informed  Mr  Timbs  that, 
in  their  view,  all  contracts  for  beef  exports  to  Iraq  should  be  granted  insurance  cover  if 
they  met  the  regulation  and  document  requirements  of  the  Department  of  Industry  & 
Commerce. 

However,  they  stated  that 

"it  would  not  be  possible  for  this  Department  to  make  proposals  on  which  Irish  meat 
companies  should  be  considered  for  cover  nor  on  how  any  available  cover  should  be 
allocated.'* 

By  letter  dated  27th  September  1988  the  Insurance  Corporation  of  Ireland  wrote  to  Ml 
Timbs  in  the  context  of  the  Irish/Iraqi  Joint  Commission  Talks  in  which  they  expressed 
their  views  with  regard  to  the  credit  worthiness  of  Iraq.  At  the  end  of  a  detailed  review 
of  the  position  they  stated  that:— 

"In  summary,  our  recommendation  remains  unaltered  from  that  previously  advised 
and  although  difficult  the  Minister  should  strive  to  reduce  our  present  exposure  as 
soon  as  possible.'1 

The  full  context  of  their  Report  is  as  follows:— 

"Mr  Joe  Timbs 

Principal  Officer 

Foreign  Trade  Section 

Department  of  Industry  and  Commerce 

Kildare  Street 

Dublin  2 

27th  September.  198h 

RE.  Irish/Iraqi  Joint  Commission  Talks 
Dear  Joe 

I  note  the  contents  of  your  letter  of  the  16th  September  setting  out  the  background 
details  on  the  above.  Most  of  the  information  contained  in  the  earlier  country  profile 
report  on  Iraq  submitted  to  you  last  year  continues  to  be  valid.  Although  the  amoun- 
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of  debt  owing  to  other  countries  by  Iraq  has  grown  considerably  and  Iraq  has  resched- 
uled, it  must  be  said  that  there  is  some  more  hope  for  the  economy  now  that  there  is 
a  truce  in  the  Iran/Iraq  War.  It  could  not  be  a  more  difficult  time  to  assess  Iraq  from 
a  credit  viewpoint. 

Whilst  "the  War"  has  ceased,  the  truce  is  uneasy.  There  is  skirmishing  on  the  Iranian 
frontier  and,  it  is  believed,  heavy  fighting  in  Kurdistan.  The  situation  is  so  volatile 
that  it  is  changing  on  a  daily  basis.  Accordingly,  I  believe  the  best  approach  to  take 
is  to  examine  the  factors  which  will  have  the  biggest  effect  on  the  Iraqi  political  and 
economic  environment. 

Economic  Circumstances 

There  are  signs  that  there  is  now  some  confidence  in  the  Iraqi  economy.  Over  the 
past  few  years,  despite  fighting  a  major  war,  the  Iraqis  have  not  neglected  their  infra- 
structure and  have  tried  hard  to  maintain  their  infrastructure  development.  The 
philosophy  behind  this  was  to  satisfy  the  populace  and  keep  it  happy  for  the  duration 
of  the  War.  This  was  typified  by  the  "gun,  butter  and  videos"  slogan  of  President 
Saddam  Hussein.  Although  there  was  some  hardship  the  people  were  prepared  to 
accept  it  in  a  time  of  war.  Whether  they  will  continue  to  do  so  now  that  there  is  a 
truce,  remains  to  be  seen. 

This  infrastructure  will  help  speed  recovery  from  the  ill-effects  of  the  war  with  Iran. 
The  country  is  very  heavily  in  debt  and  in  recent  years  depended  on  aid,  mainly  from 
Saudi  Arabia  for  its  survival.  It  is  difficult  to  be  specific  on  figures  because  the  Iraqis 
do  not  publish  them.  Informed  sources  suggest  that  a  sum  in  the  region  of  US$60 
billion  amounts  to  the  external  debt  of  Iraq.  Much  of  this  is  owed  to  Arab  allies  and 
will  never  be  repaid.  It  is  estimated  that  US$30  billion  of  the  US$60  billion  debt  will 
have  to  be  repaid.  The  prospects  for  this  depend  on  the  price  of  oil  and  the  ability  of 
the  Iraqis  to  get  war  damaged  oil-fields  back  into  production. 

Oil  Prices 

Although  Iraq  is  a  member  of  OPEC  it  seems  not  to  be  restricted  by  OPEC  guidelines 
on  levels  of  production.  Now  that  the  War  has  stopped  OPEC  may  tighten  up  on  this. 
The  main  hinderance  to  Iraq  in  selling  its  oil  is  its  ability  to  move  it  out  of  the  country. 
This  is  a  problem  which  it  has  been  tackling  foi  years  with  new  pipelines  through 
Turkey  and  Saudi  Arabia.  They  also  daily  truck  oil  across  the  country  and  through 
Jordan  to  Aqaba.  The  absence  of  fighting  in  the  Straits  of  Hormuz  will  also  be  of 
assistance  in  shipping  oil  through  Persian  Gulf  ports. 

The  price  of  crude  oil  peaked  at  about  US$20  per  barrel  during  1987.  Since  then  the 
average  price  has  been  US$16  and  the  price  trend  is  down.  This  month  it  fell  below 
US$13  per  barrel,  the  lowest  since  1986.  This  U  largely  due  to  over  production  by 
Saudi  Arabia,  primarily  to  fund  the  amount  of  money  il  ha>  been  pumping  into  Iraq. 
The  OPEC  pricing  committee  is  meeting  at  the  end  of  this  month  to  review  produc- 
tion and  the  price  of  oil 

If  Iraq  continues  to  ignore  OPEC  production  lev/ek  and  other  Middle  Eastern  coun- 
tries continued  to  produce  oil  at  present  levels  to  sustain  their  economies  there  is  no 
doubt  that  the  price  of  oil  will  remain  at  present  or  possibly  more  depressed  levels. 
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Major  Trading  Partners 

Appendix  1  shows  the  main  suppliers  to  Iraq  and  gives  some  indication  of  the  dra- 
matic economic  downturn  caused  by  the  Iran/Iraq  War.  In  1983,  when  the  Iraqis 
got  into  difficulties  with  their  foreign  payments,  the  level  of  their  imports  dropped 
dramatically.  However,  from  information  obtained  through  various  sources  it  appears 
that  there  was  a  further  retrenchment  in  1987.  United  Kingdom  exports  to  Iraq 
amounted  to  approximately  US$444  million  or  an  estimated  10%  or  so  of  Iraq's  non- 
military  imports.  Because  of  poor  payment  history  the  Japanese  figure  fell  to  about 
the  same  level.  The  United  States  figure  was  negligible  prior  to  1987  and  that  year  it 
became  Iraq's  major  supplier  taking  an  estimated  17%  of  the  market.  In  the  event 
that  The  United  States  should  stop  supplying  the  Iraqis  because  of  sanctions  (dealt 
with  later)  or  for  any  other  reason  it  would  have  a  major  impact  on  the  Iraqi  economy. 

Iran 

Recent  events  inside  Iran  suggest  that  substantial  progress  has  been  made  towards 
moderation.  Other  than  Ayatollah  Khomeni  the  key  figures  are  AH  Akbar  Al  Rafsan- 
jani  speaker  of  Iran's  parliament  and  Mr  Hussein  Moussavi  the  Prime  Minister.  The 
former  is  the  moderate  who  persuaded  Ayatollah  Khomeni  to  end  the  war  and  is 
now  much  more  powerful  than  Speaker  Rafsanjani  who  is  an  entrenched  radical.  In 
a  power  play  earlier  this  month  Speaker  Rafsanjani  resigned  as  he  did  not  get  his 
own  way  in  forming  the  cabinet.  Ayatollah  Khomeni  stepped  in  and  told  Speaker 
Rafsanjani  to  stop  complaining  and  "get  on  with  the  job".  The  new  cabinet  has  a 
heavy  bias  towards  the  moderates.  The  radical  members  scraped  in  and  a  previous 
member,  the  Minister  for  Revolutionary  Guards  has  been  dropped.  The  Ministry  for 
the  Revolutionary  Guards  is  itself  under  pressure  particularly  from  a  new  Bill  which 
proposes  placing  it  under  the  control  of  the  Ministry  of  Defence. 

The  overall  position  is  very  delicate  and  if  the  Iraqis  try  to  humiliate  the  Iranians  at 
the  Geneva  talks  it  is  believed  that  the  truce  could  end  as  Speaker  Rafsanjani  could 
not  withstand  the  political  fallout. 

Kurds/Sanctions 

20  million  Kurds  live  in  the  mountainous  region  of  Northern  Iraq,  Iran,  Turkey  and 
the  USSR.  For  generations  they  have  argued  for  autonomy  and  have  been  using  force 
for  the  last  50  years  or  so.  About  one  quarter  of  the  Iraqi  population  of  17  million  is 
Kurdish.  At  various  stages  of  the  war  both  sides  formed  alliances  with  the  Kurds  and 
played  what  became  known  as  "the  Kurdish  card".  By  doing  so  a  second  front  was 
opened  to  divert  attention  from  the  Shat  Tal  Arab  waterway  which  was  the  main 
theatre  of  war.  The  Kurdish  rebels  are  now  a  well  trained  and  well  armed  force.  They 
have  been  a  problem  for  the  Iraqis  for  many  years  and  have  had  military  assistance 
from  both  the  Shah  and  Ayatollah  Khomeni,  the  Russians,  Americans,  Syria  and 
Israel.  Anyone  who  wanted  to  destabilise  Iraq  helped  them. 

The  Iraqis  tackled  the  Kurds  in  earnest  about  1975.  Kurdish  territory  was  depopulated 
by  a  forced  migration  and  re-settlement  policy.  Kurdish  strongholds  —  particularly 
around  the  Northern  oilfields  ot  Kirkuk  —  were  re  populated  with  loyalist  Arabs 
transplanted  from  the  south.  The  Iraqis  have  used  chemical  gas  against  the  Iranians 
and  also  against  the  Kurds  in  the  past,  It  is  now  the  contention  of  many  groups  that 
whilst  world  attention  is  being  focused  on  the  peace  talks,  Iraq  is  using  this  as  an 
opportunity  to  exterminate  the  Kurds  using,  in  particular,  chemical  warfare.  Over 
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100,000  Kurds  have  fled  to  Turkey  where  they  have  been  given  some  protection.  As 
Turkey  already  has  a  Kurdish  problem  of  its  own  this  has  not  endeared  Iraq  to  a 
major  ally  and  trading  partner.  The  European  Parliament  on  the  15th  September 
condemned  Iraq  for  using  chemical  weapons  to  exterminate  the  Kurds.  The  United 
Kingdom  government  has  said  there  is  "compelling  evidence"  that  the  Iraqis  are 
using  poison  gas  in  their  fight. 

These  beliefs  are  strengthened  by  Iraq's  refusal  to  allow  United  Nations  or  Red  Cross 
personnel  access  to  the  war  zone,  this  has  given  rise  to  calls  for  sanctions  particularly 
within  the  USA  where  Bills  have  been  both  prepared  and  presented  in  the  Senate 
and  House  of  Representatives.  If  successful,  (thought  unlikely  in  present  format)  it 
would  mean  (a)  that  Iraq  would  not  pay  its  outstandings  to  the  USA  if  sanctions  were 
imposed  and  (b)  increase  pressure  on  other  trading  partners  to  provide  supplies  in 
lieu  of  the  Americans. 

Hostilities 

We  believe  that  hostilities  with  Iran  although  currently  the  subject  of  a  ceasefire  have 
the  potential  to  suddenly  erupt,  say  in  the  event  of  the  death  of  the  Iranian  leader 
Ayatollah  Khomenl  The  "Kurdish  question"  will  continue  to  simmer  in  the  guise  of 
a  protracted  civil  war.  The  use  of  mustard  gas  seems  irrefutable  and  whilst  the  Euro- 
pean Parliament  and  USA  condemn  the  Iraqis  for  its  use  it  appears  that  the  United 
Kingdom  and  USA  have  had  a  hand  in  supplying  the  raw  material.  Its  use  does  not 
cause  concern  to  other  Middle  Eastern  allies  of  Iraq  and  they  have  indicated  their 
support,  blaming  much  of  the  adverse  publicity  on  Israel  and  it's  US  lobby.  Israel  is 
particularly  worried  about  the  shift  of  power  in  the  Middle  East  where  the  Iran/Iraq 
conflict  concentrated  the  Arab  states  on  that  war  rather  than  on  the  PLO/Israeli/Arab 
conflict.  The  Middle  Eastern  States,  particularly  in  the  Gulf  and  Saudi  Arabia  are 
major  buyers  of  arms  from  the  United  Kingdom  and  USA.  This  should  influence  a 
business  decision  on  sanctions  against  Iraq  but  the  power  of  the  "moral  majority"  in 
the  US  cannot  be  ruled  out  particularly  in  an  election  year. 

Ireland's  Role  in  Iraq's  Future 

The  current  line  of  credit  facilities  available  from  Ireland  while  in  relative  terms  is 
substantial  in  the  overall  context  is  quite  small  as  far  as  Iraq  is  concerned.  The  USA 
has  been  increasing  its  support  for  Iraq  substantially.  Most  Export  Credit  agencies 
are  off  cover  having  rescheduled  or  completed  oil  for  debt  deals  and  will  only  look 
at  new  cover  on  a  case  by  case  basis.  If  sanctions  are  imposed  by  the  USA  who  have 
provided  substantial  food  supplies  there  will  be  very  strong  pressure  on  us  to  increase 
our  shipments  of  foodstuffs  and  pharmaceuticals. 

Historically  the  level  of  business  being  done  in  the  Iraqi  market  by  Irish  exporters  was 
very  small  when  compared  with  France,  Germany  and  Japan.  This  was  particularly  so 
at  the  time  Iraq  ran  into  payment  difficulties.  When  the  other  credit  agencies  suddenly 
found  themselves  with  substantial  commitments  and  debts  that  were  not  being  paid 
on  time  we  have  a  relatively  low  exposure.  Although  we  have  continued  to  cover  the 
market  for  the  last  three  to  four  years  our  total  level  of  debt  when  compared  to  the 
others  is  relatively  moderate.  This  leaves  us  in  a  very  fortunate  position  because  being 
°ne  of  the  two/three  countries  granting  facilities  to  Iraq  we  are  virtually  the  only 
country  the  Iraqi's  are  paying.  Our  indebtedness  is  being  serviced  whereas  most  of 
the  other  countries  are  having  to  face  rescheduling  negotiations  on  an  almost  annual 
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basis.  The  servicing  of  our  debt  by  Iraq  is  only  possible  because  the  level  of  debt  is 
manageable  by  them.  They  cannot,  for  example,  service  the  West  German  debt  in 
their  present  financial  position.  Because  our  total  debt,  although  significant  for  us,  is 
not  large  in  Iraqi  terms  and  is  therefore  being  serviced. 

Conclusion 

As  can  be  seen  from  the  above  resume  of  information  it  is  extremely  difficult  if  not 
impossible  to  forecast  accurately  the  outcome  to  the  situation  in  Iraq.  However,  it  is 
our  belief  that  the  Minister  for  Trade  and  Marketing  Mr  Seamus  Brennan  TD  on  his 
visit  will  be  under  pressure  to  increase  the  availability  of  Export  Credit  cover.  You 
are  aware  of  our  previously  expressed  views  that  we  should  have  no  Iraqi  exposure, 
because  it  cannot  be  underwritten  on  a  commercial  basis.  We  would  prefer  to  see  the 
current  exposure  reduced  and  believe  that  any  increase  in  cover  or  rollover  of  existing 
terms  will  not  be  in  the  best  interest  of  the  Scheme. 

The  present  Iraqi  outstandings  to  an  economy  of  our  size  are  more  than  sufficient 
bearing  in  mind  the  state  of  the  Iraqi  market.  There  is  a  strong  likelihood  that  if  there 
is  an  attempt  to  pull  back  from  the  existing  level,  the  Iraqis  would  use  this  as  an 
excuse  to  default.  Our  view  is  that  it  is  best  to  test  this  position  now  at  our  existing 
high  exposure  rather  than  exacerbate  the  situation  by  extending  existing  or  further 
limits  in  the  hope  of  avoiding  this  outcome.  Iraq  continues  to  have  difficulties  in 
meeting  its  obligations  notwithstanding  the  fact  that  credit  terms  of  up  to  eighteen 
months  have  been  negotiated  with  Irish  suppliers  of  consumer  goods.  Our  experience 
of  late  is  that  payment  is  made  approximately  six  months  after  maturity  of  irrevocable 
letters  of  credit  and  that  in  the  textile  trade  terms  have  not  been  met  on  major 

contracts  in  the  past  year  which  has  resulted  in  one  substantial  claim  on  behalf  of  

Although  we  have  yet  to  experience  eventual  non-payment  our  concern  on  the  busi- 
ness already  transacted  in  Iraq  has  not  been  alleviated,  particulary  in  view  of  the 
recent  defaults.  I  attach  a  copy  printout  of  the  payment  dates  on  the  recent  meat 
exports.  At  present  we  have  received  notification  of  payment  on  those  drafts  which 
are  now  overdue  and  total  marginally  less  than  £8m. 

In  summary,  our  recommendation  remains  unaltered  from  that  previously  advised 
and  although  difficult  the  Minister  should  strive  to  reduce  our  present  exposure  as 
soon  as  possible. 

Should  you  require  further  detail  on  any  of  the  above  points  please  do  not  hesitate 
to  contact  me. 

Yours  sincerely 
Robert  D  Frewen, 
Manager 

Credit  and  Guarantee  Dept." 

Mr  Hanney  and  Mr  Fanning  of  the  Export  Credit  Section  of  the  Department  prepared  a 
Memorandum  ua  Expert  Credit  Fnsn ranee  For  Iraq  and  which  is  dated  the  21st  October 
1988  and  submitted  to  the  Minister  for  Industry  &  Commerce  on  that  date. 

This  Memorandum  reviewed  the  position  with  regard  to  Export  Credit  Insurance  for  Iraq 
and  gave  the  following  conclusion  and  made  the  following  recommendations:— 


Export  Credit  insurance 


151 


'Conclusions  and  Recommendations 

The  economic  outlook  for  Iraq  is  not  good.  Many  bankers  are  convinced  that  the 
Iraqi  authorities  will  have  to  reschedule  again  and  some  believe  there  may  eventually 
be  pressure  for  a  multilateral  rescheduling  deal  in  either  the  Paris  or  London  Clubs. 

The  Minister's  existing  liability  in  Iraq  is  very  high  relative  to  his  overall  liability 
under  the  Scheme  and  has  resulted  in  what  would  be  regarded  by  many  as  an  unbal- 
anced insurance  portfolio.  With  debts  amounting  to  some  IR£65m  failing  due  for 
payment  under  beef  contracts  in  the  period  up  to  January  1989,  (for  which  the  Minis- 
ter has  an  exposure  of  nearly  IR£52m),  it  would  be  inappropriate  to  give  any  commit- 
ment to  the  Iraqis  to  increase  the  IR£150m  ceiling,  At  the  Joint  Commission,  the 
Minister  might  instead  indicate  the  Irish  Government's  willingness  to  rollover  the 
existing  limit  provided  that  payments  are  made  promptly  under  existing  contracts.  It 
is  accordingly  recommended. 

(i)  That  there  be  no  increase  in  the  IR£150m  ceiling  for  the  time  being. 

(ii)  That  the  position  be  reviewed  in  the  New  Year  in  the  light  of  payment  perform- 
ance under  existing  contracts  and  new  demands  for  insurance  cover  from  Irish 
exporters. 

(iii)  That  the  maximum  credit  terms  of  18  months  laid  down  by  the  Minister  in  1987 
stay  in  force  and  any  Iraqi  proposals  for  2  years  credit  be  refused. 

(iv)  That  in  the  meantime  spare  capacity  within  the  IR£150m  ceiling  be  allocated  to 
industrial/services  exporters  on  a  strict  first  come  first  served  basis. 

John  Hanney  John  Fanning 
Export  Credit  Section 
21  October  1988" 


On  the  morning  of  the  21st  day  of  October  1988,  Mr  Connor  of  AIBP  visited  the  Depart- 
ment of  Industry  &  Commerce  and  was  met  by  Mr  Timbs,  Mr  Donnelly  and  Mr  Walsh  of 
that  Department.  During  the  course  of  a  discussion,  according  to  a  minute  of  the  said 
meeting  made  by  Mr  Donnelly  on  28th  October  1988,  Mr  Connor  indicated  that  in  addi- 
tion to  Export  Credit  Insurance  cover  already  available  to  the  company  in  Iraq,  he  would 
require  additional  cover  for  contracts  valued  at  IR£325m  for  the  remainder  of  1988  and 
1989.  Mr  Timbs  replied  that  the  limit  on  Export  Credit  Insurance  for  Iraq  had  almost 
been  reached  and  increase  in  that  limit  was  a  matter  for  the  Minister  for  Industry  & 
lerce  and  his  Government  colleagues. 


i  the  afternoon  of  the  21st  day  of  October  the  Minister  for  Industry  &  Commerce  met 
Secretary  to  the  Department,  Mr  Joe  Timbs  and  Mr  Gerry  Donnelly  for  the  purpose 
liscussing  the  provision  of  Export  Credit  Insurance  for  Iraq. 

Memorandum  dated  the  21st  day  of  October  1988  was  produced  to  him  and  on  the 
day  of  October  1988  Mr  Donnelly  prepared  a  note  of  the  discussions  at  that  meeting. 
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The  said  note  is  as  follows:— 

NOTE  OF  DISCUSSIONS 

L  The  Secretary,  Mr  Joe  Timbs  and  Mr  Gerry  Donnelly  met  with  the  Minister  on 
Friday  21  October,  1988  to  discuss  the  provision  of  Export  Credit  Insurance  for 
Iraq.  The  Minister  was  informed  that  existing  exposure  under  the  Export  Credit 
Insurance  Scheme  was  in  the  region  of  IR£300m.  The  limit  on  exports  to  Iraq  was, 
as  agreed  by  Government  at  their  meeting  on  7  September  1987  set  at  IRf  150m. 
Existing  exposure  in  Iraq  amounts  to  IR£136m.  In  addition  Anglo-Irish  Beef 
Packers  (AIBP)  had  sought  additional  cover  on  contracts  valued  at  US$325m.  for 
1988/89.  The  other  principal  Irish  beef  exporters  to  the  Iraqi  market,  Hibernia 
Meats  had  sought  cover  on  two  contracts  valued  at  US$72m  and  IR£10m. 
respectively. 

2.  The  Minister  indicated  that  he  had  discussed  the  question  of  Export  Credit  Insur- 
ance for  Iraq  with  the  Government  at  their  meeting  on  8  June,  1988  at  which  the 
text  of  the  Bill  increasing  the  overall  statutory  limit  had  been  approved.  He  said 
that  at  that  meeting  the  government  had  agreed  as  follows, 

(a)  further  increases  for  Export  Credit  Insurance  in  Iraq  should  be  at  a  discretion 
of  the  Minister  for  Industry  and  Commerce  and, 

(b)  that  the  provision  of  Export  Credit  Insurance  for  Iraq  should  be  managed  in 
the  national  interest  so  as  to  avoid  damaging  competition  between  exporters. 
(The  effect  of  this  was  that  Export  Credit  Insurance  cover  in  Iraq  would  only 
be  granted  to  existing  exporters  in  the  market  i.e.  AIBP  and  Hibernia.)  This 
decision  was  to  be  communicated  to  Irish  exporters  by  the  Minister  for 
Agriculture. 

The  Minister  was  surprised  to  note  that  the  decision  at  (a)  above  in  particular  had 
not  been  recorded  in  the  formal  Government  decision  resulting  from  the  meeting 
on  2  June.  He  said  that  he  would  discuss  the  matter  with  Government  at  their  next 
meeting  on  Tuesday  25  October  and  have  the  matter  clarified. 

3.  The  Minister  decided  that  the  following  additional  cover  would  be  provided  in  the 
Iraqi  market: 

(a)  a  roll-over  of  the  existing  cover  held  by  AIBP  (Liability  under  Scheme, 
IR£95.6m.)  and  Hibernia  (Liability  IR£23.1m.)  as  outstanding  maturities  were 
paid, 

(b)  additional  cover  for  AIBP  and  Hibernia  up  to  a  maximum  liability  under  the 
Scheme  of  £80m  and  £20m  respectively  and, 

(c)  additional  cover  for  non-beef  exporters  up  to  a  maximum  liability  under  the 
Scheme  of  IR£20m  subject  to  inuicasc  should  demand  necessitate  such. 

The  Minister  also  agreed  that  there  should  be  no  increase  under  any  circumstance ^ 
in  the  credit  terms  for  exports  to  Iraq  beyond  the  18  months  which  applies  at 
present. 
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G.  Donnelly 

24  October  1988 
ex.  Secretary 

Mr  Ted  O'Reilly,  Assistant  Secretary 

Mr  Joe  Timbs 

Mr  John  Fanning 

Mr  John  Hanney" 

Prior  to  this  meeting,  the  Department  officials  concerned  had  not  been  informed  by  the 
Minister  that  it  had  been  agreed  at  the  Government  meeting  held  on  the  8th  June  1988 
that  increases  in  the  ceiling  for  Export  Credit  Insurance  for  Iraq  should  be  at  the  discretion 
of  the  Minister  for  Industry  and  Commerce  or  that  the  provision  of  Export  Credit  Insur- 
ance for  Iraq  should  be  managed  in  the  national  interest  so  as  to  avoid  damaging  competi- 
tion between  exporters  and  that  insurance  cover  for  beef  exports  to  Iraq  should  be  con- 
fined to  existing  exporters  in  the  market,  that  is  Anglo  Irish  Beef  Processors  and  Hibernia 
Meats  or  that  this  decision  should  be  communicated  to  Irish  beef  exporters  by  the  Minister 
for  Agriculture. 

Subsequent  to  this  meeting  of  the  21st  day  of  October  88,  Mr  Timbs  contacted  both  AIBP 
and  Hibernia  Meats  and  "advised  them  that  the  Minister  had  given  indications  of  addi- 
tional cover  which  he  was  prepared  to  make  available,  £80m  for  AIBP  and  £20m  for 
Hibernia. 

There  is  no  doubt  whatsoever  but  that  the  Minister  for  Industry  and  Commerce,  Mr 
Reynolds,  believed  on  the  21st  October  1988  that  the  Government  had  on  the  8th  day  of 
June  1988  made  the  decisions  set  out  at  2(a)  and  (b)  of  Mr  Donnelly's  meeting  and 
expressed  his  surprise  that  such  decisions  had  not  been  recorded,  and  stated  that  he  would 
discuss  the  matter  with  Government  at  the  next  meeting  which  would  be  held  on  the  25th 
day  of  October  and  have  the  matter  clarified. 

Pending  such  clarification,  the  Minister  indicated  to  the  officials,  the  additional  cover  that 
would  be  allocated  to  the  Iraqi  market  which  is  set  out  at  Paragraph  3(a),  (b)  and  (c). 

The  matter  came  before  the  Government  on  the  25th  day  of  October  1988  and  on  that 
day  the  Secretary  to  the  Government  wrote  to  the  Private  Secretary  to  the  Minister  for 
Industry  &  Commerce:— 

"I  am  to  inform  you  that,  at  a  meeting  held  today,  the  Government  decided  that  the 
Minister  for  Industry  &  Commerce  might  agree  with  the  Minister  for  Finance  a  new 
limit  for  Export  Credit  Insurance  for  Iraq  within  the  overall  ceiling  of  £500,000,000. 
for  Export  Credit  Insurance  generally  under  the  Insurance  Acts,  1909  to  1988  in  place 
of  the  existing  limit  of  £150,000,000." 

i  V 

^Mr  Ray  Burke  TD,  was  the  first  member  of  the  Government,  at  that  time,  to  give  evidence 
before  the  Tribunal  and  as  stated  by  the  Chief  Justice  in  the  course  of  his  judgement  in 
*e  case  of  The  Attorney  General,  Applicant  -v-  The  Sole  Member  of  the  Tribunal  of 
MUiry  into  the  Beef  Processing  Industry,  The  Honourable  Liam  Hamilton,  Respondent. 

Respondent  indicated  an  intention  to  ask  questions  of  Mr  Burke,  who  had  been 
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a  member  of  the  Government  in  June  of  1988.  concerning  the  details  of  discussions 
which  took  place  at  Government  meetings  at  and  around  that  time  and,  in  particular, 
to  inquire  into  any  discussion  which  took  place  at  a  Government  meeting  held  on  the 
8th  June  1988  which  related  to  decisions  concerning  the  increase  of  Export  Credit 
Insurance  of  beef  exported  to  Iraq,  and  the  confining  of  such  insurance  to  two  particu- 
lar firms.  The  Respondent  stated  that  it  was  in  the  public  interest  that  he  should  so 
inquire  as  documentary  evidence  already  produced  to  the  Tribunal  on  behalf  of  the 
State  had  indicated  an  inconsistency  between  certain  notes  of  the  decisions  made  at 
that  meeting,  and  a  subsequent  note  purporting  to  constitute  a  recollection  of  the 
Minister  for  Industry  and  Commerce  as  to  what  was  decided  by  the  Government  at 
that  meeting.  Counsel,  on  behalf  of  the  Attorney  General,  objected  to  the  asking  of 
those  questions  on  the  grounds  of  specific  instructions  received  by  him,  and  submitted 
that  having  regard  to  the  provisions  of  the  Constitution  discussions  between  Members 
of  the  Government  meeting  together  for  the  purpose  of  making  decisions  were  abso- 
lutely confidential  and  that  the  content  of  such  discussions  cannot  be  inquired  into 
by  the  Tribunal. 

'The  Respondent  then,  as  appears  from  the  transcript  of  the  proceedings  in  the  Tri- 
bunal, deferred  the  asking  of  any  questions,  though  he  made  a  ruling  that  he  was 
entitled  to  ask  them  in  order  to  give  to  the  Attorney  General  an  opportunity  of 
applying  to  the  High  Court  by  way  of  judicial  review  for  a  resolution  of  the  issues 
thus  arising/' 

The  Chief  Justice  concluded  his  judgement  by  saying:— 

"I  would,  therefore,  conclude  that  the  claim  for  confidentiality  of  the  contents  and 
details  of  discussions  at  meetings  of  the  Government,  made  by  the  Attorney  General 
in  relation  to  the  inquiry  of  this  Tribunal  is  a  valid  claim.  It  extends  to  discussions 
and  to  their  contents,  but  it  does  not,  of  course,  extend  to  the  decisions  made  and  the 
documentary  evidence  of  them,  whether  they  are  classified  as  formal  or  informal 
decisions.  It  is  a  constitutional  right  which,  in  my  view,  goes  to  the  fundamental 
machinery  of  government,  and  is,  therefore,  not  capable  of  being  waived  by  any  indi- 
vidual member  of  a  government,  nor  in  my  view,  are  the  details  and  contents  of 
discussions  at  meetings  of  the  Government  capable  of  being  made  public,  for  the 
purpose  of  this  Inquiry,  by  a  decision  of  any  succeeding  Government. 

t4I  would,  therefore,  allow  the  appeal  and  grant  to  the  Applicant  a  declaration  in  the 
terms  of  this  judgement,  it  not  being  necessary,  clearly,  having  regard  to  the  attitude 
of  the  Learned  Respondent,  to  make  any  form  of  order  of  prohibition.*' 

The  view  of  the  Chief  Justice  was  upheld  by  the  majority  of  the  Court, 

As  a  result  of  this  ruling,  the  Tribunal  was  limited  in  its  inquiries  to  actual  decisions  made 
by  the  Government  and  documentation  in  regard  to  such  decisions  and  was  precluded 
from  inquiring  into  b'the  contents  and  details  of  discussions  at  meetings  of  the 
Government." 

This  Ruling  created  certain  difficulties  for  the  Tribunal  because  documentation  relating 
to  discussions  at  Government  had  been  received  by  the  Tribunal  some  of  which  was 
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referred  to  in  evidence,  prior  to  the  judgement  of  the  Supreme  Court  and  the  Tribunal  is 
precluded  from  having  regard  thereto. 

This  Ruling  has  also  inhibited  the  Ministers  of  the  Government  and  in  particular  the  then 
Minister  for  Industry  &  Commerce  from  dealing  in  evidence  with  the  meetings  of  the 
Government  held  on  the  8th  day  of  June  1988  and  the  25th  day  of  October,  1988. 

As  appears  from  a  minute  dated  the  2nd  day  of  November  1988  from  Mr  Finbar  Kelly, 
the  Private  Secretary  to  the  Minister  for  Industry  &  Commerce  to  Mr  Gerry  Donnelly  of 
the  International  Trade  Division,  the  Minister  for  Industry  &  Commerce  spoke  to  the 
Minister  for  Finance  on  that  date  concerning  the  recent  Government  decision  in  regard 
to  Export  Credit  Insurance  for  exports  to  Iraq. 

The  note  discloses  that: — 

'The  Minister  for  Finance  indicated  that  this  Department  had  not  as  yet  made  a 
submission  to  his  Department  on  the  matter.  The  Minister  indicated  that  he  will 
arrange  to  have  this  done  immediately  but  that  the  Government  decision  was  on  the 
basis  that  an  increase  had  been  agreed,  the  only  thing  at  issue  at  this  point  was  the 
amount  of  the  increase" 


And  the  Minister  asked  if  the  submission  could  be  submitted  to  Finance  as  a  matter  of 
urgency. 

On  this  date  the  Minister  for  Trade  and  Marketing,  Mr  Brennan,  who  was  leading  the 
Irish  delegation  to  the  Fifth  Joint  Commission  spoke  to  the  Minister  for  Industry  &  Com- 
merce and  inquired  what  the  position  was  as  regards  Export  Credit  Insurance  cover  for 
Iraq.  He  was  informed  that: 

"(1)  The  current  limit  on  Export  Credit  Insurance  for  Iraq  is  IR£150m  (the  Depart- 
ment of  Finance  are  opposing  any  increase  in  this  limit). 

(2)  There  is  no  policy  of  confining  Export  Credit  Insurance  on  beef  exports  to  Iraq 
to  particular  companies. 

(3)  Any  exporter  with  a  contract  in  Iraq  will  have  an  application  for  Export  Credit 
Insurance  considered  in  the  normal  way. 

(4)  It  was  noted  that  the  limit  of  exports  to  Iraq  had  almost  been  reached." 

If  there  were  to  be  any  changes  in  regard  to  this  policy,  Minister  Brennan  was  to  be 
informed  by  Minister  Reynolds." 

No  increase  in  the  amount  of  cover  for  the  exports  to  Iraq  had  been  agreed  between 
&e  Minister  for  Industry  &  Commerce  and  the  Minister  for  Finance  as  required  by  the 
Government  decision  of  the  25th  October  1988,  before  the  Fifth  Session  of  the  Irish/Iraq 
Joint  Commission  which  was  held  in  Baghdad  from  the  7th  to  the  9th  of  November  1988. 

^•fficult  negotiations  took  place  during  the  course  of  the  said  Commission  with  regard  to 
f*Port  Credit.  The  Iraqi  side  demanded  that  there  be  a  significant  improvement  in  the 
v*l  of  Export  Credit  facilities  available  from  Ireland. 
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The  Minister  for  Trade  and  Marketing,  Mr  Brennan  contacted  the  Minister  for  Finance, 
Mr  Mac  Sharry  by  telephone  and  eventually  the  Irish  side  agreed  to  the  inclusion  of  the 
following  in  the  agreed  minutes: 

'The  Irish  Government  has  decided  to  increase  the  overall  export  credit  limit  for  Iraq 
from  the  present  IR£150m  ceiling  by  a  significant  and  substantial  amount  in  1989." 

On  the  11th  day  of  November  Mr  Timbs,  at  the  direction  of  the  Minister  for  Industry  & 
Commerce  wrote  to  the  Secretary  of  the  Department  of  Finance  as  follows: 

"I  am  directed  by  the  Minister  for  Industry  and  Commerce  to  refer  to  the  Govern- 
ment decision  of  25th  October  1988  (S.15005C)  concerning  Export  Credit  Insurance 
for  Iraq.  This  Decision  provides  that  the  Minister  for  Industry  and  Commerce  might 
agree  with  the  Minister  for  Finance  a  new  limit  for  Export  Credit  Insurance  for  Iraq 
in  place  of  the  existing  limit  of  £150m. 

The  Minister  proposes  that  the  ceiling  on  insured  exports  to  Iraq  should  be  increased 
from  £150m  to  £270m.  The  aggregate  limit  under  the  Insurance  Acts  was  raised  from 
£300m  to  £500m  in  June  1988.  Present  exposure  and  commitments  in  Iraq  are  in  the 
region  of  £130m. 

The  requirement  to  raise  the  ceiling  is  partly  based  on  the  fact  that  we  enjoy  a  special 
position  in  the  Iraqi  market  in  that  our  previous  extensions  of  credit  facilities  to  them, 
when  others  were  less  generous,  are  being  suitably  recognised.  While  there  have  been 
delays  in  payments  from  Iraq,  these  payments  have  eventually  come  through,  despite 
the  political  and  economic  problems  which  have  faced  the  country  in  the  past.  While 
other  countries  have  been  faced  with  requests  from  the  Iraqis  for  rescheduling  of 
debt  this  has  never  been  suggested  in  the  case  of  Ireland, 

The  Minister  believes  that  now  is  the  time  to  capitalise  on  our  previous  commitments 
to  this  market  and  the  goodwill  generated  therein.  Since  the  ending  of  the  war  with 
Iran  many  Western  countries  are  re-opening  credit  lines  with  Iraq.  It  is  understood 
that  the  UK  provided  an  additional  credit  line  of  £300m.  for  this  country  this  week. 
The  Minister  believes  that  it  is  important  that  our  position  should  not  be  undermined 
by  countries  who  are  only  now  prepared  to  underpin  trade  with  Iraq.  It  is  important 
to  note  that  an  export  market  of  £270m  p.a.  would  be  our  8th  largest  export  market. 

Insofar  as  the  allocation  of  the  proposed  additional  cover  is  concerned,  the  Minister 
would  point  out  that  not  all  applicants  for  Export  Credit  Insurance  are  successful  in 
obtaining  cover.  The  policy  in  this  regard  is  to  maximise  the  credit  available  for  the 
best  economic  benefit  of  the  State  as  a  whole.  It  is  clearly  wasteful  to  expend  this 
valuable  facility  in  such  a  way  that  Irish  companies  compete  against  each  other  in 
foreign  markets  to  the  benefit  of  the  buyer  and  the  overall  disadvantage  of  the  State. 

The  Minister  is  of  the  opinion  that  the  foregoing  considerations  outweigh  the  fact 
that  what  is  proposed  would  result  in  a  significant  proportion  of  the  total  risk  permit- 
ted under  the  Insurance  Act  being  concentrated  in  a  single  export  destination  and 
the  agreement  of  the  Minister  for  Finance  is  accordingly  sought  to  this  proposal." 


Joe  Timbs 
Principal  Officer, 
International  Trade  Division, 
November  1988" 
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By  letter  dated  the  23rd  day  of  November  1988,  the  agreement  of  the  Minister  for  Finance 
for  an  increase  of  £100m  in  the  ceiling  for  Iraq  was  conveyed  to  the  Department  of  Indus- 
try &  Commerce,  as  follows:— 

''Secretary 

Department  of  Industry  and  Commerce 
Attention:  Mr  Joe  Timbs 

I  am  directed  by  the  Minister  for  Finance  to  refer  to  your  minute  of  11  November 
proposing  an  increase  of  £120m  in  the  ceiling  for  export  credit  for  Iraq  and  seeking 
the  agreement  of  the  Minister  for  Finance  to  this  increase. 

I  am  to  convey  the  agreement  of  the  Minister  for  Finance  for  an  increase  of  £100m 
in  the  ceiling  for  Iraq.  The  Minister  considers  however  that  in  view  of  the  substantial 
increases  in  the  ceiling  which  have  taken  place  in  recent  years  and  the  still  uncertain 
situation  in  Iraq,  there  should  be  no  further  increases  (other  than  that  now  agreed) 
in  the  limit  for  at  least  a  year.  The  situation  can  then  be  reviewed  in  the  light  of 
ongoing  trade  developments  and  experience  with  the  manner  in  which  Iraq  meets  its 
commitments 


P.A.  Howard 

The  agreement  of  the  Minister  for  Finance  for  the  increase  in  the  ceiling  for  Iraq  by 
£100m.  rather  than  the  £120m  meant  that  the  provisional  allocation  of  cover  made  by  the 
Minister  for  Industry  and  Commerce  on  the  21st  day  of  October  1988  viz  additional  cover 
for  AIBP  and  Hibernia  up  to  a  maximum  liability  under  the  scheme  of  £80m  and  £20m 
respectively  and  additional  cover  for  non-beef  exporters  up  to  a  maximum  liability  under 
the  scheme  of  £20m,  could  not  be  provided  in  full. 

A  note  in  the  handwriting  of  the  Minister  for  Industry  and  Commerce  appears  to  deal 
with  this  as  it  stated: 

"Export  Credit  Limit  of  £100m  needed.  Can  get  by  on  that. 

And  this  will  only  represent  cover  for  about  60%  or  so  on  contracts. 

Goodman  can  carry  his  balance  as  he  did  this  year. 

Hibernia  to  get  £20m. 

Leaving  a  further  £10m.  for  small  Cos." 

This  note,  on  the  face  of  it,  represented  the  view  of  the  Minister  for  Industry  &  Commerce 
with  regard  to  the  proposed  allocation  of  £100m  cover,  viz.  £20m  to  Hibernia,  £10m  for 
"1  companies  in  the  non-beef  sector  and  the  balance  of  £70m  to  "Goodman  \ 

;this  is  correct,  then  there  were  no  funds  available  within  the  increased  ceiling  of  £25()m 
■*Pf  any  allocation  of  Export  Credit  Insurance  cover  to  any  other  beef  exporting  company. 

>ugh  the  Minister  for  Finance  had  agreed  to  the  increase  in  the  ceiling  for  Iraq  to 
Mr  Howard  of  the  Department  of  Finance  had  prepared  a  recommendation  for 
Minister  for  Finance  on  the  21st  of  November  1988,  in  which  he  stated  inter  alia 
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'The  overall  ceiling  on  Export  Credit  was  increased  from  £100m  to  £300m  in  1981 
and  to  £500m  in  June  1988.  Within  that  overall  ceiling,  the  limit  for  Iraq  was  first  set 
at  £12m  in  June  1983,  then  rose  in  stages  to  £70m  in  February  1986,  then  became 
£150m  in  1987.  We  opposed  successive  increases  in  the  Iraq  ceiling  which,  because  of 
the  extremely  volatile  Iraq  situation,  we  regarded  as  too  much  of  a  gamble  with  the 
Exchequer's  resources. 

Present  commitments  and  exposure  in  Iraq  are  in  the  region  of  £130m.  We  understand 
that  if  the  ceiling  were  to  increase  by  £120m,  most  of  that  increase  would  be  taken 
up  very  quickly. 

While  the  ending  of  the  Iran/Iraq  war  has  undoubtedly  made  for  a  more  secure  des- 
tination for  Irish  exports,  the  present  proposal  would  concentrate  nearly  60%  of 
Export  Credit  cover  in  one  destination.  This  concentration  of  risk  in  one  export  des- 
tination is  at  variance  with  the  normal  commercial  insurance  practice  of  spreading 
risk  and  would  leave  the  Exchequer  extremely  vulnerable  if  the  situation  in  Iraq  were 
to  deteriorate.  In  the  circumstances  we  recommend  that  you  agree  to  an  increase  of 
only  £50m  in  the  ceiling  for  Iraq  at  this  stage  —  the  situation  can  be  reviewed  as 
necessary  in  the  light  of  ongoing  trade  developments  and  experience  with  the  manner 
in  which  Iraq  meets  its  commitments." 

On  the  23rd  day  of  November  1988,  the  then  Minister  for  Industry  &  Commerce  Albert 
Reynolds  TD  was  appointed  Minister  for  Finance  and  ceased  to  have  responsibility  for 
the  allocation  of  Export  Credit  Insurance. 

Mr  Ray  Burke  TD  was  appointed  Minister  for  Industry  &  Commerce  and  by  virtue  of 
such  appointment  became  responsible  for  the  allocation  of  Export  Credit  Insurance. 

For  the  benefit  of  the  Minister,  a  Memorandum  on  Export  Credit  Insurance  cover  for 
Iraq  was  prepared  in  the  Department  of  Industry  &  Commerce  and  was  submitted  to  him. 

This  Memorandum  is  dated  the  12th  day  of  December  1988  and  because  it  represents  in 
detail  the  views  of  the  Department  of  Industry  &  Commerce  on  the  position  then  existing 
with  regard  to  the  allocation  of  Export  Credit  Insurance,  the  Tribunal  considers  it  desir- 
able to  set  forth  this  Memorandum  in  detail. 

"Memorandum 
EXPORT  CREDIT  INSURANCE  COVER  FOR  IRAQ 

1.  On  8th  September,  1987  the  Government  decided  (S.  15005C)  to  increase  the 
ceiling  on  insured  exports  to  Iraq  to  IR£150m.  The  decision  to  increase  the  ceiling 
was  taken  having  regard  to  the  considerable  opportunities  for  Irish  exporters,  par- 
ticularly beef  exporters,  in  the  Iraqi  market  Total  actual  exposure  at  the  time  was 
in  the  region  of  IR£25m,  so  the  Government  decision  in  effect  gave  the  go  ahead 
for  the  Minister  to  take  on  additional  liabilities  of  some  IR£125m  in  respect  of  the 
Iraqi  market. 

2.  Present  Liabilities  in  Iraq 

The  table  attached  at  Appendix  1  sets  out  the  current  position  with  regard  to 
existing  exposure  and  commitments  in  respect  of  export  credit  for  Iraq.  It  will 
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be  noted  that  exposure  (i.e.  liabilities  on  insurance  policies  issued)  amounts  to 
IR£126.270m  and  commitments  (potential  liabilities  on  offers  of  cover)  amounts 
to  IR£15.565m  giving  a  total  contingent  liability  of  IR£141.835m. 

Included  within  this  liability  figure  is  a  further  IR£8m  which  has  been  set  aside  to 
provide  cover  on  the  new  contract.  The  existing  contract  expires  at  the  end  of 
1988.  It  is  understood  that  PARC  have  now  been  successful  in  renewing  their 
contract  for  the  1989-1991  period. 

Export  Credit  Insurance  cover  for  beef  exports  was  written  only  for  AIBP 
(exposure  IR£76.75m)  and  Hibernia  Meats  (exposure  IR£23m). 

3.  On  Friday,  21  October,  1988  the  Minister  for  Industry  and  Commerce,  Mr  Albert 
Reynolds  discussed  the  question  of  new  Export  Credit  Insurance  for  Iraq  with  the 
Secretary  and  officials  from  the  Department's  Export  Credit  Section.  The  Minister 
indicated  that  he  had  discussed  the  question  of  Export  Credit  Insurance  for  Iraq 
with  the  Government  at  their  meeting  on  8th  June,  1988,  in  the  context  of  a  statut- 
ory increase  in  the  Minister's  overall  liability  in  respect  of  export  guarantees.  He 
said  that  at  that  meeting  the  Government  in  addition  to  approving  the  text  of  the 
Bill  to  increase  the  statutory  limit  to  IR£500m  also  agreed  as  follows: 

(a)  Further  increases  for  Export  Credit  Insurance  in  Iraq  should  be  at  the  discre- 
tion of  the  Minister  for  Industry  and  Commerce. 

(b)  That  the  provision  of  Export  Credit  Insurance  for  beef  exports  to  Iraq  should 
be  managed  in  the  national  interest  so  as  to  avoid  damaging  competition 
between  exporters.  (The  effect  of  this  was  that  Export  Credit  Insurance  cover 
in  Iraq  would  only  be  granted  to  existing  exporters  in  the  market  i.e.  AIBP 
and  Hibernia)  and, 

(c)  That  the  Minister  for  Agriculture  was  to  advise  beef  exporters  of  the  future 
position  on  export  credit  for  beef  exports  to  Iraq. 

The  Minister  was  surprised  to  note  that  the  decisions  above,  and  that  at  (a)  in 
particular,  had  not  been  recorded  in  the  formal  Government  decision  resulting 
from  the  meeting  on  8th  June,  1988.  He  said  that  he  would  discuss  the  matter  with 
Government  at  their  next  meeting  on  Tuesday,  25th  October  and  have  the  matter 
clarified. 

4.  However,  in  the  light  of  the  discretion  given  to  him  by  Government,  the  Minister 
decided,  on  21  October,  that  the  following  additional  cover  would  be  provided  in 
the  Iraqi  market: 

(a)  A  rollover  of  the  existing  cover  held  by  AIBP  (liability  under  the  Scheme, 
IR£76.75m)  and  Hibernia  (liability  IR£23m)  as  outstanding  maturities  were 
paid. 

(b)  Additional  cover  for  AIBP  and  Hibernia  up  to  a  maximum  liability  under  the 
Scheme  of  IR£80m  and  IR£20m  respectively  and, 

(c)  Additional  cover  for  non-beef  exporters  up  to  a  maximum  liability  under  this 
Scheme  of  IR£20m  subject  to  increase  should  demand  necessitate  such. 

5.  Following  the  Minister's  decision,  both  AIBP  and  Hibernia  were  told  informally 
of  the  new  cover  which  would  be  available. 
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[On  the  instructions  of  the  Minister  IR£7m  from  Hibernians  allocation  of  IR£20m 
has  already  been  made  available  and  has  been  included  in  the  commitments  figure 
given  in  Appendix  1.] 

6.  At  their  meeting  of  25  October,  1988  the  Government,  notwithstanding  their 
apparent  decision  of  8  June  1988, 

"decided  (S.  15005C)  that  the  Minister  for  Industry  and  Commerce  might 
agree  with  the  Minister  for  Finance  a  new  limit  for  Export  Credit  Insurance 
for  Iraq  within  the  overall  ceiling  of  IR£500m  for  Export  Credit  Insurance 
generally  under  the  Insurance  Acts,  1909-1988,  in  place  of  the  existing  limit 
of  IR£150m". 

7.  The  5th  session  of  the  Irish/Iraqi  Joint  Commission  in  which  the  Irish  side  was  led 
by  Minister  Brennan,  look  place  in  Baghdad  from  7-9  November,  1988.  As  anticip- 
ated, long  and  difficult  negotiations  took  place  on  the  export  credit  front.  The  Iraqi 
Side  made  it  clear  that  their  basic  demand  was  for  a  significant  improvement  in  the 
level  of  export  credit  facilities  available  from  Ireland.  As  a  result  of  telephone  con- 
tracts between  Minister  Brennan  and  the  then  Minister  for  Finance,  Mr  Ray  Mac 
Sharry,  the  Irish  Side  agreed  to  the  inclusion  of  the  following  in  the  Agreed  Minutes, 

"the  Irish  Government  has  decided  to  increase  the  overall  export  credit  limit 
for  Iraq  from  the  present  IR£150m  ceiling  by  a  significant  and  substantial 
amount  in  1989". 

8.  At  the  direction  of  Minister  Reynolds,  this  Department  wrote  to  the  Department 
of  Finance  on  1 1  November,  1988  seeking  the  approval  of  their  Minister  to  increase 
the  limit  for  Iraq  from  IR£150m  to  IR£270m  i.e.  an  increase  of  IR£120m  to  facilit- 
ate the  Minister's  decisions  of  21  October,  1988  regarding  additional  cover  (see 
paragraph  4  above).  The  Department  of  Finance's  reply  of  23  November,  1988 
conveys  the  agreement  of  the  Minister  for  Finance  to  an  increase  of  IRflOOm  with 
the  proviso  that  there  should  be  no  further  increase  (other  than  that  now  agreed) 
in  the  Iraqi  limit  for  at  least  a  year. 

9.  Paragraph  4  ante  outlines  the  previous  Minister's  decisions  for  additional  cover  for 
Iraq;  i.e. 

Company  IR£m 


As  the  approval  from  the  Department  of  Finance  is  for  an  IRflOOm  increase  only 
and  on  the  basis  of  the  previous  Minister's  decisions  the  most  equitable  solution 
would  be  for  a  one-sixth  reduction  all  round  which  would  result  in  the  following 
level  of  cover  being  made  available: 


Hibernia 

Non-Beef 

TOTAL 


AIBP 


80 
20 
^0 
120 


Hibernia 
Non-Beef 

TOTAL 


AIBP 


Company 


IR£m 

66.66 
16.67 
16.67 

100.00 
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10.  Apart  from  AIBP  and  Hibernia  Meats,  other  Irish  beef  companies  (Taher  Meats, 
Agra-Trading  and  Halal  Meats)  sought  cover  for  beef  exports  to  Iraq  over  the 
past  year.  It  was  not  possible  to  cater  for  their  demands  within  the  IR£150m 
ceiling.  However,  there  has  been  a  build-up  of  pressure  for  export  credit  for  beef 
exports  to  Iraq  in  the  very  recent  past  with  the  following  applications  having  been 
received: 

Company  Contract  Value  Exposure 

AIBP  US$325m  IR£80m* 

Hibernia  IR£50m  IR£20m* 

Halal  IR£50m  IR£35m 

Taher  IR£30m  IR£21m 

Kerry  Meats  US$8.25m  IR£3.7m 

Agra  Trading  US$40m  IR£18m 

Kildare  Chilling  US$12m  IR£5.5m 

IR£183.2m 

TOTAL  IR£380m  @  70%  =  £266m  (we  have  £100m) 

*The  previous  Minister  decided  that  cover  of  IR£80m  should  be  granted  to  AIBP 
and  cover  of  IR£20m  should  be  given  to  Hibernia  on  foot  of  their  applications. 

In  addition  the  following  non-beef  applications  have  been  received: 

Company  Contract  Value  Exposure 

Stg.  £7m  IR£5.76m 
IR£2.5m  IR£1.75m 

msmm  wsmm 

TOTAL  IR£8.042m 

Further  evidence  of  the  pressure  from  beef  companies  for  cover  in  Iraq  can  be 
seen  in  the  correspondence  received  from  Taher  Meats  which  was  followed  by  a 
meeting  with  Minister  Brennan  on  2  November  last.  Furthermore,  Minister  Burke 
recently  met  both  the  Irish  Farmers  Association  and  representatives  of  Halal. 

It  Role  of  the  Department  of  Agriculture 

The  Department  of  Agriculture  were  consulted  on  the  allocation  of  insurance 
cover  to  the  beef  trade  for  exports  to  Iraq  and  replied  on  6  October  last  that  it 
would  not  be  possible  for  their  Department  to  make  proposals  on  which  Irish  meat 
companies  should  be  considered  for  cover  nor  on  how  any  available  cover  should 
be  allocated. 

They  have  since  repeated  this  general  line  but  have  confirmed  that  they  recognise 
that  the  two  exporters  who  currently  enjoy  cover  in  Iraq  (AIBP  and  Hibernia)  are 
reputable  companies  with  a  proven  track  record  who  are  capable  of  maximising 
return  to  the  industry  in  terms  of  exports  to  Iraq. 

The  Department  of  Agriculture,  however,  does  not  rule  out  the  possibility  that 
other  beef  exporters  might  in  the  future  be  able  to  establish  a  similar  reputation 
and  track  record  through  the  exploitation  of  markets  other  than  Iraq. 

The  Department  of  Agriculture,  therefore,  would  seem  to  agree  with  the  policy  of 
confining  insurance  cover  to  AIBP  and  Hibernia  but  are  not  prepared  to  offer  us 
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formal  advice  or  to  liaise  with  the  trade  on  the  issue.  Nonetheless  the  Minister  for 
Agriculture  is  responsible  for  the  beef  trade  and  it  is  suggested,  that  in  the  light  of 
the  sensitivity  of  the  matter,  Minister  Burke  might  discuss  with  the  Minister  for 
Agriculture  the  subject  of  Export  Credit  Insurance  for  beef  exports  to  Iraq. 

12.  It  would  appear  from  the  applications  which  we  have  received  that  the  main  beef 
exporters  are  chasing  the  same  Iraqi  contracts  —  a  deadline  of  15  December  for 
bids  has  been  mentioned.  This  is  clearly  not  in  the  national  interest.  However,  it 
is  also  clearly  not  the  role  of  the  Department  of  Industry  and  Commerce  to  "regu- 
late" beef  exports.  The  role  of  the  Accounting  Officer  must  be  considered  in  that 
it  may  not  be  appropriate  for  him  to  oversee  the  allocation  of  such  vast  amounts 
of  credit  in  an  area  where  both  he  and  his  Department  have  no  expertise  and 
where  the  required  expertise  resides  in  another  Department. 

13.  Recommendation 

This  Minister  should  not  act  in  this  matter  without  the  advice  of  the  Minister  for 
Agriculture.  As  in  the  case  of  IDA  grant  assistance  for  the  food  industry,  it  is  the 
Department  of  Agriculture  who  have  responsibility  although  overall  responsibility 
for  IDA  resides  here.  The  Department  of  Industry  and  Commerce/ICI  can  make 
its  experience  in  insurance/credit  underwriting  available  but  this  should  be  utilised 
only  on  the  advice  of  the  Minister  for  Agriculture. 

12  December,  1988" 
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Iraq 

1.  (a)  Existing  exposure  —  contingent  liability 
(b)  Commitments  —  contingent  liability 
Total  Contingent  Liability 
A.  Breakdown  of  Existing  Exposure 


Appendix  1 

IR£M 
126.270 

15.565 

141.835 


Company 

Contract 

Value 

Insured 

Exch.  Rate 

Credit 
Period 
of 

(months) 

Level  of 
Indemnity 
(%) 

Contingent 
Liability 
(IR£M) 

US$24m 

Various 

12 

75 

6.5 

AIBP 

DM  257.1m 

2.6795 

12 

80 

74.75* 

AIBP 

5%  option 

DM  12.86m 

26795 

12 

80 

3.84 

Hibernia 

US$  46m 

1.60 

12 

80 

23.00 

Stg£3.164m 

0.8471 

18 

70 

2  61 

Stg£l36,l81 

0.89 

12 

70 

.107 

Stg£  176,212 

0.8471 

18 

70 

.146 

Stg£94,000 

0.8471 

18 

70 

.077 

US$1,380,000 

1,54 

18 

70 

.627 

AIBP 

US$30m 

1  4371 

18 

70 

14.613 

TOTAL  EXPOSURE  = 

126.27 

B.  Breakdown  of  Commitments 


Company 

• 

Contract 

Value 

Insured 

Exch,  Rate 

Credit 
Period 
of 

(months) 

Level  of 
Indemnity 
(%) 

Contingent 
Liability 
(IR£M) 

""Tioernta 

IRE  10.00m 

18 

70 

7.00 



Stg£200,000 

0.85 

12 

70 

.165 

8.00 

IRE570.000 

18 

70 

.4 

— ^ —  

TOTAL  COMM 

ITMENTS 

15.565 

I  exposure  IR£76.75m.  Payment  cf  IR£2m  rec.  in  Oct.  1988." 
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As  stated  in  this  Memorandum,  there  were  pending,  in  the  Department  of  Industry  & 
Commerce,  applications  for  Export  Credit  Insurance  in  respect  of  beef  exports  to  Iraq 
from  AIBP,  Hibernia,  Halal,  Taher  Meats,  Kerry  Meats,  Agra  Trading  and  Kildare 
Chilling. 

The  total  value  of  the  contracts  involved  totalled  approximately  £380m  and  if  cover  was 
allocated  in  respect  of  all  these  alleged  contracts  at  the  rate  of  70%  of  their  value,  this 
would  have  amounted  to  £266m,  whereas  there  was  only  £100m  available. 

In  addition  there  were  three  applications  from  non-beef  exporting  companies  for  Export 
Credit  Insurance  in  respect  of  contracts  with  a  total  value  of  £12.76m  which,  if  granted  on 
the  basis  of  70%  cover,  would  require  an  additional  £8.042m. 

This  was  the  situation  prevailing  at  the  time  Mr  Burke,  TD  was  appointed  Minister  for 
Industry  &  Commerce  and  the  Minister  responsible  for  the  allocation  of  Export  Credit 
Insurance  in  respect  of  what  was  regarded  and  described  as  Number  2  Account  business. 

On  the  9th  day  of  December  1988,  Mr  Burke,  accompanied  by  Mr  John  Fanning  of  the 
Export  Credit  Section  met  with  Mr  Mohammed  Rafique  and  Mr  Se£n  Clarke,  Chief  Exec- 
utive and  Managing  Director  of  Halal  Meat  Packers  respectively  in  connection  with  an 
application  for  Export  Credit  Insurance  for  beef  sales  to  Iraq. 

Mr  Rafique  handed  the  Minister  an  application  for  Export  Credit  Insurance  valued  £30m 
to  cover  10,000  tonnes  of  hindquarter  boneless  beef  for  export  to  Iraq.  He  did  not  at  that 
stage  have  a  confirmed  order  because  the  closing  date  for  tenders  in  respect  of  contracts 
with  the  Iraqis  was  the  15th  December  1988. 

The  Minister  informed  the  representatives  from  Halal  that  he  would  examine  the  applica- 
tion and  would  respond  by  Wednesday  14th  December  1988,  the  day  before  the  expiry 
date  for  the  submission  of  tenders. 

By  letter  dated  the  30th  day  of  November  1988,  Agra  Trading  Ltd  had  applied  to  the 
Insurance  Corporation  of  Ireland  for  Export  Credit  Insurance  cover  in  respect  of  a  con- 
tract for  10,000  tonnes  of  beef  for  which  they  were  tendering  in  Iraq  and  sought  cover  in 
the  sum  of  $40m. 

Representations  on  their  behalf  were  also  made  to  the  Minister  for  Industry  &  Commerce. 

As  appears  from  a  note  dated  the  14th  day  of  December  1988  from  Finbar  Kelly,  the 
Secretary  to  the  Minister  for  Industry  &  Commerce  to  Mr  O'Reilly,  Assistant  Secretary 
of  the  Department  of  Industry  &  Commerce,  the  Minister  on  that  day  had  asked  Mr  Kelly 
to  pass  on  the  following  message  to  Halal:— 

4 The  decisions  have  already  been  taken  and  that  he  was  committed  by  the  decisions 
of  his  predecessor". 

This  note  also  informed  Mr  O'Reilly  that  the  message  had  been  conveyed  to  Mr  Clarke 
of  Halal  and  that  he  also  proposed  to  inform  Mr  Regan  of  Agra  Trading  of  the  position 
because  Mr  Regan  "had  direct  contact  with  the  Minister". 
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On  the  12th  day  of  December  Mr  Rafique  had  written  to  the  Minister  for  Industry  & 
Commerce  in  connection  with  a  matter  which  he  stated  he  had  overlooked  raising  with 
the  Minister  during  the  meeting  of  the  9th  of  December  1988. 

With  his  letter,  Mr  Rafique  enclosed  CBF  export  charts,  showing  the  export  of  beef  to 
Iraq  during  the  period  1986  to  August  1988  and  commented  thereon  as  follows:— 

4 'From  the  above  table  it  can  be  seen  that  the  total  value  of  exports  to  Iraq  over  1986, 
1987  and  the  nine  months  of  1988  have  a  value  to  the  Irish  economy  of  £80,891,012. 

The  credit  terms  made  available  during  this  period  was  12  to  18  months.  One  would 
expect  that  all  1986  letters  of  credit  would  have  been  cashed  at  this  stage.  This  would 
imply  that  the  maximum  exposure  the  Government  would  have  in  the  form  of  ICI 
cover  for  beef  exported  to  Iraq  would  be  a  maximum  of  £63.8m. 

The  company  was  of  the  opinion  that  the  Department  of  Industry,  Commerce  and 
Communications,  through  the  ICI  was  underwriting  cover  to  the  tune  of  twice  the 
amount  outlined  above  for  Iraq.  If  this  is  the  case,  it  would  appear  that  the  ICI  has 
been  underwriting  cover  for  export  deals  to  Iraq  done  by  Irish  companies  where  the 
meat  has  been  sourced  outside  Ireland,  such  as  Germany  and  South  America.  This 
has  been  suggested  to  be  the  case  to  my  company. 

I  feel  you  can  understand  my  resentment  and  disappointment  if  this  is  the  case,  while 
all  the  product  I  have  in  mind  exporting  to  Iraq  can  be  guaranteed  to  be  West  of 
Ireland  origin/' 

In  connection  with  this  matter  Mr  Banks,  Chief  Executive  of  the  Insurance  Corporation 
of  Ireland  wrote  to  the  Secretary  of  the  Department  of  Industry  &  Commerce  on  the  22nd 
day  of  December  1988  in  connection  with  certain  problems  that  had  arisen  with  regard  to 
the  Export  Credit  scheme. 

Inter  alia  he  stated  that:— 

"I  would  hope  that,  before  any  decision  is  taken  to  extend  further  credit  to  Iraq, 
the  following  information  available  to  1C1  will  be  brought  to  the  attention  of  the 
Minister:— 

1.  Iraq  has  in  the  past  defaulted  on  its  obligations  to  several  countries  and  resched- 
uled its  debts. 

2.  Of  the  present  Iraqi  exposure  under  the  scheme  of  £122m,  £51m  is  now  seriously 
overdue  and,  if  it  remained  unpaid,  would  require  the  Department  to  begin  paying 
claims  to  exporters  in  March,  1989. 

3.  From  an  underwriting  standpoint,  it  would  generally  be  held  to  be  inadvisable  to 
increase  the  already  high  concentration  ot  scheme  risk  in  Iraq  (44%  of  the  total 
scheme  portfolio). 

4.  The  premium  rate  currently  charged  to  participants  for  Iraq  cover  under  this 
scheme  is  very  low  compared  with 
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{a)  the  15%  to  22%  we  understand  some  Irish  meat  exporters  have  recently  had 
to  pay  for  insurance  outside  the  scheme  and 

(b)  the  6.25%  charged  for  12  month  protection  by  ECGD  in  the  UK. 

Although  the  ceasefire  in  the  war  with  Iran  has  allowed  Iraq  to  renew  efforts  to 
revitalise  its  infrastructure,  it  still  has  major  economic  problems  which  will  remain  for 
the  foreseeable  future.  If  further  facilities  were  granted  to  Iraq,  we  would  be  fearful 
that  the  size  of  the  increased  debt  would  increase  the  Iraqis  ability  to  dictate  their 
own  repayment  terms  or  to  make  further  payments  subject  to  yet  more  credit,'* 

He  went  on  however  to  deal  with  the  point  made  by  Mr  Rafique  in  his  letter  dated  the 
12th  day  of  December  1988. 

kkA  further,  possibly  unfounded,  anxiety  relates  to  a  disparity  which  has  emerged 
between  the  official  statistics  for  Irish  exports  to  Iraq  and  the  value  of  shipments 
recorded  under  the  scheme.  Exports  per  the  Central  Statistics  Office  for  the  period 
from  1.1,87  to  31.10.88  totalled  £86m,  but  the  scheme  shipments  for  the  same  period 
were  approximately  £135m.  If  I  have  interpreted  the  trade  figures  correctly,  they 
imply  that  considerable  quantities  of  exports  covered  by  Number  2  Account  policies 
may  not  be  of  Irish  origin.  There  may,  however,  be  perfectly  acceptable  reasons  for 
this  which  are  known  to  you". 

On  the  14th  day  of  December  1988,  Mr  Joe  Shortall,  Assistant  Principal,  Beef  Division  of 
the  Department  of  Agriculture,  telephoned  Mr  Timbs  of  the  Department  of  Industry  & 
Commerce  to  say  that  the  Secretary  of  his  Department  had  become  aware  that  Agra 
Trading  and  Halal  had  sought  Export  Credit  Insurance  for  Iraq  and  that  the  Secretary 
(Department  of  Agriculture)  was  anxious  to  point  out  that  both  of  these  companies  were 
very  reputable  and  should  not  be  discriminated  against  in  the  matter  of  Export  Credit 
Insurance. 

Mr  Timbs  prepared  a  note  thereof  dated  the  14th  day  of  December  and  circulated  same 
to  the  appropriate  persons. 

At  that  stage  the  Minister  had  7  companies  applying  for  cover. 

He  discussed  the  matter  with  the  Taoiseach  and  the  Minister  for  Agriculture  &  Food  after 
a  Cabinet  meeting  on  the  16th  day  of  December  1988. 

On  that  evening,  namely  16th  December  1988,  the  Minister  for  Industry  &  Commerce 
instructed  Mr  Timbs  to  contact  each  of  the  said  seven  companies  and  inform  them  that:— 

"In  response  to  your  application  for  Export  Credit  cover  for  the  Iraqi  market,  the 
Minister  wishes  to  inform  you  that  on  production  of  a  signed/confirmed  contract,  he 
is  prepared  to  consider  your  application  as  sympathetically  as  possible,  within  the 
overall  limit  of  national  cover  established  for  that  market  which  is  limited.  The  Minis- 
ter wishes  to  emphasise  that  the  above  should  not  be  taken  as  a  commitment  to 
automatically  grant  the  cover  sought  having  regard  to  the  constraint  outlined  above. 

In  response  to  queries,  both  AIBP  and  Hibernia  were  informed  that  this  decision  "did 
not  necessarily  override  commitments  previously  given." 
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The  terms  of  the  telephonic  communications  were  confirmed  by  Mr  Timbs  by  letters  dated 
the  19th  day  of  December  1988  to  the  said  seven  companies,  namely  Anglo  Irish  Beef 
Processors  International  Ltd,  Hibernia  Meats  International  Ltd,  Halal  Meat  Packers 
(Ireland)  Ltd,  Agra  Trading  Ltd,  Taher  Meats  (Ireland)  Ltd,  Kerry  Meat  Products  and 
Kildare  Chilling  Co.  Ltd, 

In  reply  to  the  said  letter  of  the  19th  day  of  December  1988,  Hibernia  Meats  International 
Ltd  wrote  to  Mr  Timbs  as  follows: 

"Dear  Joe 

Thank  you  for  your  letter  dated  19th  December,  the  contents  of  which  I  have  noted. 

I  do,  however,  wish  to  point  out  that  on  the  21/10/1988  I  was  verbally  informed  of  a 
facility  for  Hibernia  Meats  International  Ltd  and  associated  companies,  under  Export 
Credit  Insurance  to  Iraq  of  IR£20  million  together  with  a  rollover  of  the  existing  i446 
million"  Dollars  for  1989. 

You  will  recall  that  this  position  was  subsequently  confirmed  at  a  meeting  with  you 
in  the  Department  on  Wednesday  the  23/11/1988  when  arrangements  were  finalised 
for  the  first  £10  million  of  the  above  facility  to  be  put  in  place  with  the  Insurance 
Corporation  of  Ireland. 

I  trust  that  your  Department  will  accept  the  position  as  outlined  by  me  above. 
Yours  sincerely 

Oliver  Murphy,  Managing  Director" 

AIBP  verbally  sought  similar  assurances  but  it  was  not  until  March  1989  that  AIBP  stated 
their  position  in  writing.  This  was  in  response  to  a  letter  dated  the  15th  of  March  1989 
from  Mr  John  Dully,  Assistant  Secretary,  International  Trade  Division  of  the  Department 
of  Industry  &  Commerce. 

This  was  a  letter  written  on  the  8th  March  1989  to  Mr  Aidan  Connor,  Deputy  Chief 
Executive  AIBP,  and  was  as  follows:— 

"I  am  directed  by  the  Minister  for  Industry  &  Commerce  to  refer  to  your  recent 
application  for  Export  Credit  Insurance  cover  in  respect  of  the  supply  of  beef  to  Iraq. 

I  am  to  inform  you  that  your  application  remains  the  subject  of  consideration. 
Decisions  thereon,  which  will  be  taken  as  early  as  possible,  must  have  regard  to  the 
special  difficulties  of  the  Iraqi  market  at  this  time,  in  particular  that  country's  payment 
position  where  considerable  payments  are  now  overdue. 

You  will  appreciate  that  it  would  be  imprudent  management  of  the  Export  Credit 
Insurance  scheme  with  consequent  injudicious  use  of  taxpayers'  money  were  the  Min- 
ister to  approve  additional  cover  for  the  Iraqi  market  at  this  stage.  The  Minister 
believes  that  his  primary  responsibility  in  the  matter  is  to  ensure  that  existing  debts 
are  honoured  by  the  Iraqis  before  he  can  assume  new  liability  in  that  market. 

I  am  to  inform  you  that  cover  has  not  been  granted  in  respect  of  any  application 

niade  in  connection  with  the  most  recent  Iraqi  round  of  contracts." 

- — 
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Mr  Connors  reply  was  as  follows: — 

"Thank  you  for  your  letter  dated  the  8th  of  March  1989. 

I  am  greatly  concerned  by  the  contents  of  your  letter  which  is  in  effect  the  reneging 
by  the  Minister  on  an  agreement  made  previously  by  your  Department  with  our 
company.  I  demand  an  immediate  explanation  as  to  why  this  sudden  change  of  mind 
has  occurred. 

In  order  to  set  the  record  straight  in  this  matter  I  list  below  in  chronological  sequence 
the  events  which  details  the  background  to  the  agreement  ultimately  given  by  the 
Minister's  office  in  late  October  1988, 

1.  On  27th  November  1987  I  wrote  to  your  Department  regarding  insurance  cover 
for  Iraq  on  contracts  which  this  company  had  signed  at  that  time. 

2.  That  application  was  followed  by  a  series  of  meetings  involving  Mr  L  Goodman 
and  myself  from  this  company  and  a  number  of  people  in  your  Department,  right 
up  to  Ministerial  level.  These  meetings  took  place  throughout  the  early  part  of 
1988  and  involved  extensive  negotiations  on  this  matter. 

At  all  times  in  the  negotiations  it  was  stated  that  the  limiting  factor  with  regard  to 
approving  this  Export  Credit  was  the  overall  limit  for  the  Export  Credit  scheme  which 
was  approved  by  the  Oireachtas  office.  It  was  pointed  out  to  us  that  the  Department 
had  put  forward  an  increase  in  the  overall  level  for  approval  by  the  Dail  and  on 
receipt  of  this,  approval  would  be  granted. 

3.  By  telephone  call  in  late  October  1988,  Mr  Joe  Timbs  from  your  Department 
informed  me  that  following  the  approval  by  the  Dail  of  the  increased  limit,  the 
Department  was  now  granting  cover  to  AIBP  in  the  amount  of  £100  million.  This 
£100  million  was  to  cover 

(a)  £20  million  previously  notified  to  us  by  Mr  Joe  Timbs  on  10th  February  1988 
and  which  had  been  in  abeyance  pending  the  overall  increase  in  the  limit. 

(b)  a  fresh  £80  million  against  our  application  dated  the  27  November  1987. 

In  addition  Mr  Timbs  also  stated  that  the  Department  had  a  rollover  of  all  existing 
cover  to  AIBP  as  and  when  payments  were  received  from  Iraq. 

The  above  represents  a  clear  commitment  and  undertaking  by  the  Department  and 
your  recent  letter  is  a  totally  unacceptable  repudiation  of  same.  I  demand  an  immedi- 
ate restoration  of  the  cover  as  promised  by  Mr  Timbs. 

I  look  forward  to  your  very  early  reply. 

Yours  sincerely" 

By  letter  dated  3rd  day  of  January  1989  Mr  Fitzpatrick,  Managing  Director  of  Taher 
Meats  wrote  to  Mr  Timbs  informing  him  that  the  company  had  recently  been  awarded  a 
contract  to  supply  5,000  tonnes  of  boneless  beef  to  the  State  Establishment  for  Foodstuff 
Trading,  Baghdad. 

By  letter  dated  the  12th  January  1989,  the  full  signed  contract  was  forwarded  to  the 
Department. 
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This  disclosed  the  agreement  to  supply  and  to  purchase  5,000  tonnes  at  a  rate  of  $3,280 
per  tonne. 

By  letter  dated  4th  January  1989,  Oliver  Murphy  of  Hibernia  Meats  International  Ltd 
wrote  to  Mr  Timbs  as  follows:— 

''Dear  Joe 

I  am  pleased  to  inform  you  that  we  have  signed  a  contract  with  the  State  Company 
for  Foodstuffs  Baghdad  (Contract  No.  9/89)  for  20,000  metric  tonnes,  value  $66  mil- 
lion dollars  with  18  months  credit  to  the  purchaser.  I  will  forward  under  separate 
cover  a  copy  of  the  contract  for  your  attention. 

I  wish  to  have  confirmation  of  Export  Credit  Insurance  for  the  above  in  accordance 
with  our  telephone  conversation  of  the  21/10/1988  and  our  subsequent  meeting  in  the 
Department  of  the  23/11/1988  when  the  offer  of  £20  million  together  with  a  rollover 
of  the  existing  46  million  dollars  for  1989  was  confirmed." 

By  letter  dated  17th  day  of  January  1989,  a  copy  of  the  said  contract  was  forwarded 
to  Mr  Timbs. 

This  contract  was  for  the  sale  of  20,000  tonnes  of  boneless  young  bull  meat  at  a  rate 
of  US$3,290  per  tonne. 

Halal  had  made  an  offer  on  the  15th  day  of  December  1988  to  sell  to  the  State 
Company  for  Foodstuff  Trading,  10,000  tonnes  of  hindquarter  cuts. 

On  the  19th  day  of  December  1988  they  wrote  to  the  Minister  for  Industry,  Com- 
merce &  Communications  informing  him  that  the  said  company  had  made  a  counter- 
offer and  requested  negotiations. 

They  informed  the  Minister,  in  the  said  letter,  that  they  were  assuming  that  once  they 
signed  the  contract,  insurance  cover  would  be  made  available.  They  stated  that  they 
were  confident  that  once  the  contract  was  agreed  and  signed,  cover  would  be  made 
available  to  them  and  requested  that  if  there  were  any  doubts  about  that  they  should 
be  informed  in  definite  terms. 

On  this  day  Mr  Fanning  phoned  Halal  Meats  and  informed  them  that  the  Minister  was 
not  in  a  position  to  give  a  commitment  to  grant  cover  at  that  stage  as  the  availability  of 
insurance  cover  for  the  Iraq  market  was  limited. 

Mr  Fanning  informed  Halal  that  the  Minister  would  consider  as  sympathetically  as 
possible  the  company's  application  once  it  had  a  signed  contract. 

Halal  did  not  revert  to  the  Department  claiming  to  have  signed  contracts  in  Iraq. 

Consequently,  the  only  three  companies  who  reverted  to  the  Department,  claiming 
to  have  signed  contracts  in  Iraq  were  AIBP,  Hibernia  and  Taher. 
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On  the  5th  day  of  January  1989,  Laurence  Goodman  wrote  to  the  Minister  as 
follows: — 

"Mr  Ray  Burke,  TD 

Minister  for  Industry  &  CommerceLeinster  House 
Kildare  Street, 
Dublin  2 

Dear  Minister 

Further  to  our  recent  meeting  I  thought  that  it  would  be  useful  to  give  you  a  little 
background  to  the  development  of  our  business  in  Iraq  and  particularly  in  the  light 
of  developments  that  have  occurred  over  Christmas, 

Our  company  established  the  first  sales  for  Irish  Beef  to  Iraq  after  tremendous  per- 
sonal effort  and  financial  commitment.  This  is  more  than  nine  years  ago  now  and 
since  then  we  have  built  up  from  a  standing  start  a  position  of  being  the  No.  1  supplier 
to  that  market  with  the  largest  market  share  and  more  particularly  we  have  estab- 
lished a  substantial  premium  for  Irish  beef  above  all  other  suppliers  from  any  source. 

It  should  be  recognised  that  the  above  achievements  have  been  against  fierce  com- 
petition from  Argentina,  Brazil  Uruguay,  Australia  and  from  the  EEC  particularly 
France  and  Germany.  Irish  suppliers  have  followed  us  to  this  market  as  they  have  to 
other  markets  over  the  past  number  of  years  but  based  on  the  difficulties  there  in 
terms  of  specification,  scheduled  daily  deliveries,  deliveries  to  war  zones,  etc.,  they 
have  been  unsuccessful  to  date. 

Just  prior  to  Christmas  a  new  tender  was  called  for  additional  supplies  for  1989.  On 
this  occasion  as  well  as  having  the  normal  competitors  from  other  countries  we  had 
a  selection  of  new  potential  Irish  suppliers.  Their  comments  were  that  life  was  being 
made  much  easier  for  them  now  based  on  the  ending  of  the  war  and  their  view  that 
if  they  were  awarded  a  contract  they  would  be  in  a  strong  position  to  get  Export 
Credit  Insurance. 

The  results  of  the  efforts  by  the  Irish  competitors  to  date  have  been  to  accept  a  price 
of  3280  dollars  per  tonne  or  570  dollars  below  our  quoted  price  of  3850  dollars  per 
tonne.  They  have  also  accepted  220  dollars  below  what  we  sold  at  last  year,  i.e.  3,500 
dollars  per  tonne.  To  put  this  in  context  this  is  T7p  per  lb.  lower  than  the  price 
tendered  by  us  and  .7p  lower  than  we  supplied  at  last  year,  i.e.  1988.  It  should  also 
be  borne  in  mind  that  we  are  in  a  rising  beef  market. 

The  above  horrifying  facts  were  brought  to  my  attention  on  Christmas  Day  and  hav- 
ing invested  nine  years  and  considerable  effort  and  expense  in  gaining  the  premier 
position  in  that  country's  market  1  felt  obliged  to  cancel  all  my  Christmas  plans  for 
myself  and  my  family  and  to  leave  for  Baghdad  first  thing  on  St.  Stephen's  morning 
together  with  a  senior  colleague.  This  may  perhaps  help  to  focus  the  significance  1 
would  place  on  Ireland  losing  its  premium  in  the  market  over  and  above  all  other 
suppliers.  My  colleague  and  I  spent  five  days  there  trying  to  pull  things  back  on  the 
rails  but  the  Iraqi  were  very  skilful  in  using  the  position  to  their  advantage.  The  result 
is  now  that  we  have  lost  the  premium  and  we  have  regained  a  share  in  the  market 
but  Irish  meat  as  a  result  of  our  competitors'  activities  is  now  seen  in  a  totally  different 
light. 
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I  am  aware  of  the  difficulties  you  and  your  senior  civil  servant  colleagues  have  in 
administering  an  export  credit  scheme.  However,  I  know  you  would  all  share  with 
the  view  that  the  above  happenings  are  unacceptable  and  even  more  so  when  caused 
by  Irish  companies  which  are  non-Irish  owned.  I  felt  therefore  it  was  important  to 
bring  this  to  your  attention  and  that  of  your  colleagues  who  put  so  much  effort  into 
trying  to  promote  and  increase  our  exports  and  our  country's  standing  in  the  export 
markets  abroad. 

Perhaps  I  will  have  an  opportunity  of  dropping  in  to  see  you  and  also  the  secretary 
of  the  department  if  you  think  it  would  be  useful  within  the  next  week  or  so. 

I  would  like  to  take  this  opportunity  of  wishing  you  and  your  family  a  very  happy 
and  peaceful  1989. 

Yours  sincerely 

GOODMAN  INTERNATIONAL  LIMITED 
L.  J.  Goodman 

Chairman  and  Chief  Executive" 

On  the  10th  day  of  January  1989  Mr  Donnelly  of  the  Department  of  Industry  &  Commerce 
wrote  to  the  Secretary,  Department  of  Agriculture  and  Food,  as  follows: — 

"Secretary 

Department  of  Agriculture  and  Food 
Agriculture  House 
Dublin  2 

FOR  THE  ATTENTION  OF  MR  SEAMUS  HEALY, 

EEC/FOREIGN  TRADE  DIVISION 

I  refer  to  recent  discussions  and  correspondence,  in  particular  your  Department's 
minute  of  4  January,  1989,  concerning  Export  Credit  Insurance  for  beef  exports  to 
Iraq. 

This  Department  acknowledges  and  welcomes  the  proposal  by  the  Department  of 
Agriculture  to  assume  a  more  active  involvement  in  the  appraisal  and  allocation  of 
future  cover  for  agricultural  exports  and  in  particular  their  willingness  to  decide  on 
the  apportionment  of  available  cover  among  competing  claimants  in  the  beef  sector. 

While  this  Department  is  opposed  to  the  establishment  of  any  sort  of  Joint  Committee 
for  the  purposes  of  determining  allocation  of  cover  we  will  revert  to  your  Department 
in  due  course  with  our  ideas  as  to  the  type  of  formal  structure  which  should  be 
established  to  facilitate  the  exercise. 

In  the  meantime  I  would  like  to  draw  your  attention  to  the  fact  that  the  Minister  for 
Industry  and  Commerce  has  agreed  to  meet  Mr  Larry  Goodman  to  discuss  the  subject 
of  beef  exports  to  Iraq  and  while  no  date  for  the  meeting  has  yet  been  fixed  I  expect 
that  it  will  take  place  within  the  next  few  days.  The  Minister  has  received  the  attached 
correspondence  from  Mr  Goodman  suggesting  that  his  company  have  been  undercut 
in  the  Iraqi  market  by  other  Irish  exporters  and  arguing  that  this  is  an  unacceptable 
position.  The  Minister  would  welcome  the  urgent  views  of  the  Department  of  Agricul- 
ture on  this  correspondence  in  order  that  he  might  be  fully  briefed  on  the  matter  for 
Ws  meeting  with  Mr  Goodman. 
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The  urgent  views  of  the  Department  of  Agriculture  are  also  requested  on  the  differ- 
ences between  official  CSO  figures  for  beef  exports  to  Iraq  and  the  value  of  exports 
covered  under  this  Department's  Export  Credit  Insurance  scheme.  I  should  point  out 
that  the  Scheme  applies  only  to  beef  of  Irish  origin  and  it  is  a  condition  of  individual 
insurance  policies  that  exporters  retain  proof  of  the  origin  of  beef  covered  under  the 
policy.  There  is  no  question  therefore  of  Export  Credit  Insurance  being  provided  in 
respect  of  non-Irish  beef.  Nonetheless  the  differences  between  the  figures  are  signific- 
ant. For  example  official  CSO  figures  show  that  in  the  period  January  to  July,  1988 
total  Irish  beef  exports  to  Iraq  amounted  to  IR£28m.  In  the  same  period,  total  ship- 
ments  of  beef  to  Iraq  which  were  covered  under  our  Export  Credit  Insurance  scheme 
amounted  to  IR£54.1m.  Similarly  the  official  records  show  that  in  1987  and  up  to  the 
end  of  August  1988,  Ireland  exported  beef  to  Iraq  to  a  total  value  of  IR£63.8m., 
whereas  in  the  considerably  shorter  period  from  September  1987  to  end  of  July  1988 
we  provided  Export  Credit  Insurance  for  beef  exports  to  Iraq  valued  at  a  total  of 
IR£123.75m.  The  Minister  would  welcome  the  views  of  the  Department  of  Agricul- 
ture on  the  foregoing  and  asks  that  they  be  submitted  as  urgently  as  possible  again 
in  anticipation  of  his  proposed  meeting  with  Mr  Goodman. 

Gerry  Donnelly 

10  January  1989." 

By  letter  dated  the  13th  day  of  January  1989  Mr  Nevin  of  the  EC/Trade  Division  of  the 
Department  of  Agriculture  replied  thereto  as  follows:— 

1 1  Secretary 

Department  of  Industry  and  Commerce 
Kildare  Street 
Dublin  2 

For  the  attention  of:  Mr  G  Donnelly. 

I  refer  to  your  letter  of  10  January  (plus  enclosure),  to  Mr  Seamus  Healy  in  relation 
to  beef  exports  to  Iraq. 

Regarding  Mr  L  J  Goodman's  assertion  that  his  firm's  market  prospects  in  Iraq  are 
being  seriously  damaged  because  of  substantial  undercutting  by  Irish-based  compet- 
itors this  Department  would  obviously  regret  that  the  activities  of  a  supplier  to  any 
particular  market  should  prove  injurious  to  his  competitors.  In  the  commercial  situ- 
ation, however,  it  is  difficult  to  foresee  that  any  specific  action  is  open  to  us  which 
would  result  in  cessation  of  the  activity  complained  of,  especially  if  the  possibility  of 
voluntary  agreement  among  the  competing  parties  is  discounted.  As  you  know,  we 
already  seek  through  C.B.F.  to  ensure  that  Irish  meat  is  marketed  to  optimum  advant- 
age on  export  markets.  In  the  interest  of  the  industry  as  a  whole,  therefore,  and  in 
the  light  of  the  current  complaint  we  shall  immediately  renew  our  efforts  in  this 
regard. 

Concerning  the  apparent  discrepancies  between  the  values  attributed  to  our  be^f 
exports  to  Iraq  in  the  official  trade  statistics  published  by  the  C.S.O.  on  the  one  hand 
and  the  value  of  exports  covered  under  your  Department's  Export  Credit  Insurance 
scheme  on  the  other,  it  is  clear  that  resolution  of  this  matter  warrants  the  urgent 
attention  of  all  the  parties  concerned.  Accordingly,  we  would  support  convening  an 
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early  meeting  of  the  relevant  officials  from  both  our  Departments  together  with 
C.S.O.  and  Revenue  (Customs)  personnel.  Since  the  value  of  EC  export  refunds  is 
not  included  in  either  the  C.S.O.  figures  or  those  advanced  by  your  Department,  this 
may  immediately  be  disregarded  as  an  explanation  for  the  differences  and  I  note  that 
you  have  already  dismissed  the  possibility  that  non-Irish  beef  might  have  been 
insured.  The  only  other  possibility  which  immediately  suggests  itself  is  that  because 
of  the  very  considerable  time  lag  which  may  exist  between  the  period  when  an  export 
contract  is  secured  and  insurance  cover  is  applied  for  and  the  physical  export  of  the 
beef  quantities  concerned,  the  C.S.O.  export-values  and  the  values  insured  under  the 
export  credit  scheme  would  not  necessarily  balance  over  a  given  time  span.  This 
theory  obviously  needs  to  be  researched  more  thoroughly  than  it  is  possible  to  do  in 
the  time  available  to  us  at  present,  but  it  represents  one  possibility  at  least  and  as 
such  could  merit  further  examination  by  the  inter-Departmental  meeting  suggested 
above. 

I  note  the  point  made  in  your  final  paragraph  to  the  effect  that  in  the  20  month  period 
ended  August  1988,  Ireland's  total  beef  exports  to  Iraq  were  valued  at  IR£63.8m 
according  to  the  official  trade  statistics,  whereas  in  the  considerably  shorter  period 
from  September  1987  through  July  1988  Export  Credit  Insurance  was  provided  for 
IR£123.75m  worth  of  beef  exports  to  that  market.  The  tonnage  involved  in  these 
periods  (respectively  34,250  tonnes  and  25,046  tonnes  according  to  the  C.S.O.)  would 
indicate  an  average  value  —  exclusive  of  refunds  —  of  IR£1857  per  tonne  for  the 
longer  period  and  IRX1984  per  tonne  for  the  shorter  on  the  basis  of  the  official  statist- 
ics but  IR£4940  per  tonne  on  the  basis  of  the  amounts  insured.  The  results  of  my 
preliminary  enquiries  would  suggest  that  the  last  mentioned  figure  is  considerably 
inflated  and  that  the  values  attributed  by  the  C.S.O.  are  much  closer  to  reality  but 
again,  this  is  something  which  the  proposed  meeting  might  address  more  fully. 

Yours  sincerely 

B.  Nevin 

EOTrade  Division" 

The  Minister  for  Industry  &  Commerce  met  Messrs  Goodman  and  Connor  of  Anglo  Irish 
and  Dilger  of  Food  Industries  on  the  1st  of  February  1989,  for  the  purpose  of  discussing 
the  contents  of  Mr  Goodman's  letter  dated  the  5th  day  of  January  1989. 

ti  mat  i.  ii  ,  _ 

Prior  to  the  said  meeting  the  Minister  for  Industry  and  Commerce  Mr  Burke,  had  received 
a  Memorandum  from  Mr  Donnelly  of  the  Export  Credit  Section  of  the  Department 

„ftatitled  "Briefing  Material  for  Minister  —  Export  Credit  Insurance  for  Iraq"  which  is  dated 

i:the  27th  January,  1989  and  is  as  follows:— 

"BRIEFING  MATERIAL  FOR  MINISTER 

Export  Credit  Insurance  FOR  IRAQ 

1-  The  Minister  has  agreed  to  meet  Mr  Larry  Goodman  to  discuss  the  contents  of  his 
letter  of  5  January,  1989  alleging  that  his  company  have  been  "under  cur  by 
another  Irish  beef  exporter  in  regard  to  a  contract  in  Iraq  and  that  this  damaging 
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competition  reflects  poorly  on  the  Irish  beef  trade  as  well  as  eliminating  the  pre- 
mium which  Irish  Beef  commands  in  the  Iraqi  market.  Mr  Goodman's  letter  is 
attached  as  Appendix  L 

2.  The  Department  of  Agriculture  were  asked  for  their  views  on  Mr  Goodman's 
letter.  Their  response  is  at  Appendix  2. 

3.  It  is  clear  that  Mr  Goodman  would  like  the  Minister  to  be  selective  in  allocating 
available  Export  Credit  Insurance  cover  to  beef  exporters  for  the  Iraqi  market. 
Ideally  he  would  like  to  have  a  monopoly  on  such  coven 

4.  The  current  limit  on  export  credit  for  Iraq  is  IR£150m.  Current  exposure  and 
commitments  amount  to  IR147.9m.  Exposure  on  beef  amounts  to  I R£l  15.19m  and 
is  divided  between  AIBP  (Goodman)  (IR£92J9m.)  and  Hibernia  Meats  (IR£23m). 

5.  Recent  decisions  have  resulted  in  a  further  IRflOOm  being  made  available  for  the 
Iraqi  market  bringing  the  new  limit  on  cover  to  IR£250m.  Applications  have  been 
received  from  7  beef  exporters  which  would  require  cover  under  the  scheme 
amounting  to  a  total  of  IR£266m.  The  7  applicants  are  AIBP,  Hibernia  Meats, 
Taher  Meats,  Halal  Meats,  Agra-Trading,  Kerry  Meats  and  Kildare  Chilling.  As  a 
consequence  of  our  inability  to  meet  demand  for  cover  for  beef  exports  the  Minis- 
ter following  discussion  with  his  Government  colleagues,  informed  the  applicants 
on  19  December  last  that  on  production  of  a  signed/confirmed  contract  he  would 
be  prepared  to  consider  their  applications  as  sympathetically  as  possible  within  the 
overall  limit  of  national  cover  established  for  the  Iraqi  market.  The  Minister  went 
on  to  emphasise  that  the  above  should  not  be  taken  as  a  commitment  to  automatic- 
ally grant  the  cover  sought  having  regard  to  the  constraints  outlined.  Three  of  the 
companies  involved  (i.e.  AIBP,  Hibernia  and  Taher)  have  now  reverted  to  the 
Department  claiming  to  have  signed  contracts  in  Iraq.  At  the  time  of  preparing  this 
briefing  the  Goodman  people  have  not  actually  submitted  copies  of  the  contracts  to 
the  Department.  They  say  they  will  do  so  immediately  the  signed  English  versions 
are  received. 

6.  AIBP  say  that  they  have  a  signed  contract  for  the  supply  of  beef  worth  US$50m. 
and  expect  to  sign  a  further  contract  worth  up  to  US$100m.  in  the  coming  weeks. 
The  Minister  in  response  might  refer  to  his  commitment  to  examine  these  applica- 
tions sympathetically  on  the  production  of  signed  /  confirmed  contracts. 

7.  Mr  Goodman  will  not  be  aware  that  the  Department  of  Agriculture  have  agreed 
to  decide  on  the  allocation  of  available  cover  in  Iraq  to  competing  claimants  in 
the  beef  sector.  This  is  a  logical  development  given  that  Department's  primary 
responsibility  for  the  beef  trade  and  the  great  sensitivity  involved  in  the  allocation 
of  export  credit  cover  to  competing  exporters.  However,  nothing  can  happen  in 
relation  to  the  AIBP  application  until  the  signed  contract(s)  are  received. 

8.  A  separate  submission  has  been  made  to  the  Minister  recommending  that,  of  the 
existing  exposure  of  IR£15Um.  a  total  of  IR£99.75m.  would  be  "rolled  over"  specif- 
ically in  respect  of  beef  exports.  This  assumes,  of  course,  that  the  Iraqis  will  pay 
existing  amounts  owing.  In  addition  the  submission  proposes  that  a  total  of 
IR£83.33m.  of  the  new  cover  being  made  available  would  be  allocated  specifically 
to  beef.  This  would  provide  a  potential  allocation  of  cover  to  the  beef  sector  alone 
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for  1989  of  IR£  183.08m.  Remaining  available  cover  would  be  allocated  to  the  non- 
beef  sector. 

9.  Total  payments  amounting  to  IR£59.7m.  have  fallen  due  for  payment  from  Iraq 
and  have  not  been  received.  State  exposure  on  this  amount  is  IR£47.7m.  Of  the 
total  owing  IR£42.7m.  is  due  to  Goodman  and  the  State's  exposure  oh  this  amount 
is  IR£34.2m.  The  balance  of  the  amount  owing  is  due  to  Hibernia  Meats. 

10.  The  Minister  might  ask  Mr  Goodman  what  action  is  being  taken  in  regard  to  the 
amounts  overdue  to  his  company.  There  is  an  obligation  on  the  exporter  to  do  all 
in  his  power  to  secure  payment  on  insured  contracts.  The  Minister  can  refer  to  the 
fact  that  Minister  Brennan  has  written  to  his  opposite  number  in  Iraq  and  that  it 
is  proposed  that  senior  officials  of  the  Department  should  visit  Iraq  in  the  near 
future  to  seek  to  secure  payment. 

11.  It  is  recommended  that  the  Minister  should  avoid  making  any  reference  to  the 
amount  of  new  credit  which  it  is  proposed  to  extend  to  the  Iraqis.  The  reason  for 
this  is  that  any  disclosure  of  the  amounts  concerned  to  the  beef  exporters  would 
likely  get  back  to  the  Iraqi  authorities.  It  is  not  in  the  best  interest  of  securing 
payment  on  outstanding  amounts  that  we  display  our  hand  to  the  Iraqis  at  this 
stage.  It  is  also  recommended  that  the  Minister  avoid  any  discussion  other  than  on 
matters  relating  to  the  Goodman  Group.  For  instance  he  should  not  disclose  what 
other  beef  companies  have  applied  for  cover,  what  other  companies  are  currently 
overdue  money  in  Iraq  or  any  other  confidential  information  which  represents  a 
matter  solely  between  the  Department  and  the  exporter  concerned. 


27  January  1989. 

Mr  Goodman  reiterated  and  expanded  on  the  complaints  made  by  him  in  his  letter  dated 
the  9th  day  of  January  1987  with  regard  to  alleged  undercutting  by  Taher  Meats  and  Halal 
in  respect  of  contracts  for  the  export  of  beef  to  Iraq, 

The  Minister  stated  that  he  would  arrange  a  meeting  with  the  Minister  for  Agriculture 
with  a  view  to  taking  decisions  on  market  management. 

At  this  meeting  Mr  Goodman  also  raised  the  question  of  outstanding  difficulties  in  relation 
to  a  contract  in  respect  of  $155m  which  was  the  subject  of  the  application  made  on  the 
27th  November  1987  and  in  respect  of  which,  £20m  had  already  been  put  in  place. 

pe  stated  that  the  balance  of  this  contract  had  been  substantially  filled  since  then  and  it 


"1.  The  Minister  met  Messrs.  Goodman  and  Connor  of  Anglo  Irish  and  Dilger  of 
Food  Industries  on  1  February.  The  undersigned  was  also  present. 

Regarding  AIBP  affairs,  Mr  Goodman  made  the  following  points:— 

— his  letter  of  9  January  detailed  what  he  perceived  to  be  serious  developments  in 
the  Iraqi  market  which  could  imperil  an  attractive  export  outlet  for  Irish  beef. 
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— his  company  spent  many  years  developing  this  market,  their  efforts  have  been 
successful  and  a  premium  was  being  obtained  for  Irish  beef. 

— non  Irish  companies,  i.e.,  Taher  Meats  and  Halal  were  now  killing  the  market 
by  quoting  at  prices  which  were  substantially  lower  than  prices  secured  by  AIBP 
in  1986/'87. 

— Taher  Meats  are  believed  to  have  obtained  a  contract  for  5000  tonnes  at  7p.  per 
pound  below  the  AIBP  price  —  this  had  the  effect  of  not  only  creating  pressure 
for  AIBP  but  also  for  the  Brazilians,  who  supplied  to  that  market,  the  overall 
effect  of  which  would  be  to  significantly  reduce  the  attractiveness  of  the  market 
in  Iraq. 

— Additionally,  these  companies  were  also  offering  18  months  credit  whereas 
AIBP  had  been  successful  in  obtaining  12  months. 

Mr  Goodman  agreed  with  the  Minister  that  there  was  a  need  to  manage  the  Iraqi  market 
and  suggested  that  there  were  many  other  markets  which  these  companies  could  target. 

As  regards  Hibernia,  their  French  owner,  CED,  had  obtained  a  contract  in  Iraq,  part  of 
which  would  be  supplied  by  Hibernia  and  would  benefit  from  Irish  Export  Credit  Insur- 
ance. While  acknowledging  that  portion  of  the  contracts  would  be  filled  from  Ireland,  Mr 
Goodman  objected  that  it  was  wrong  that  business  written  by  a  French  company  should 
benefit  under  the  Irish  scheme  while,  on  the  other  hand,  business  which  he  would  wish  to 
supply  from  France  could  not  benefit  under  the  COFACE  arrangements. 

The  Minister  expressed  his  anxiety  that  every  effort  should  be  made  to  ensure  that  the 
Iraqi  market  remained  a  premium  market  for  Irish  exports  and  to  this  end,  he  would 
arrange  a  meeting  with  the  Minister  for  Agriculture  with  a  view  to  taking  decisions  on 
market  management.  Mr  Goodman  would  be  invited  to  such  a  meeting. 

On  the  question  of  existing  AIBP  contracts  for  Iraq,  Mr  Goodman  referred  to  the  out- 
standing difficulties  in  relation  to  a  contract  in  respect  of  $155m.  The  application  was 
made  in  November,  1987  and  cover  in  respect  of  £20m.  had  already  been  put  in  place 
The  balance  of  the  contract  had  been  substantially  filled  since  then  and  it  was  critical  that 
necessary  cover  be  put  in  place.  Mr  Connor  then  left  the  meeting  to  discuss  the  details  ot 
this  aspect  with  Mr  Timbs. 

3.  The  Minister  referred  to  a  Press  query  just  received  about  a  suggestion  that  this 
Department's  Export  Credit  Scheme  might  have  covered  exports  of  mutton  from 
Australia  into  the  Iraqi  market.  Mr  Goodman  mentioned  that  members  of  the 
Press  had  been  sniffing  around  with  the  story  in  the  past  while,  but  there  was  no 
substance  to  the  point.  Australian  mutton  was  being  supplied  by  Goodman  to  Iraq 
but  there  was  no  question  of  Irish  Export  Credit  Insurance  being  used  for  tMs 
activity. 

4.  Mr  Goodman  referred  again  to  a  point  he  had  raised  at  Malahide  on  31  January 
regarding  delays  in  processing  export  documentation  which  were  causing  delavs 
both  in  actual  exporting  and  in  receipt  of  subsidies/release  of  bonds  and  guaran- 
tees, the  cost  of  all  of  which  was  substantial.  The  basis  of  the  complaint  was  con. 
plex  but  it  would  be  explained  in  detail  by  Mr  Connor  of  his  company.  I  indicated 
that  Mr  Fisher  of  our  Consultancy  Unit  would  pursue  this  issue;' 
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A  Memorandum  dealing  with  Export  Credit  Insurance  cover  for  Iraq  had  been  prepared 
for  the  benefit  of  the  Minister  on  the  17th  day  of  January  1989. 

The  terms  of  the  Memorandum  are  important  and  are  set  forth  in  detail  hereunder:— 

Memorandum 
EXPORT  CREDIT  INSURANCE  COVER  FOR  IRAQ 

January,  1989. 

1.  Recent  Memoranda  on  this  subject  have  dealt  primarily  with  the  allocation  of 
available  cover  to  individual  beef  exporters  for  contracts  in  Iraq.  The  purpose  of 
this  Memorandum  is  to  decide  firstly  what  allocation  should  be  made,  if  any,  to 
non-beef  exporters  and  secondly,  at  what  rate  the  new  cover  should  be  made 
available. 

2.  The  table  attached  at  Appendix  1  sets  out  the  current  position  with  regard  to 
existing  exposure  and  commitments  in  respect  of  export  credit  for  Iraq,  Current 
exposure  and  commitments  amount  to  a  total  contingent  liability  of  IR£148.2m. 

3.  As  a  result  of  recent  decisions  a  further  IR£100m.  of  cover  under  the  export  credit 
scheme  has  now  been  made  available  for  the  Iraqi  market.  Applications  have  been 
received  from  7  beef  exporters  which  would  require  cover  under  the  scheme 
amounting  to  a  total  of  IR£266m.  As  a  consequence  of  our  inability  to  meet 
demand  for  cover  for  beef  exports  the  Minister,  following  discussion  with  his  Gov- 
ernment colleagues,  informed  the  7  beef  applicants  that  on  production  of  a 
signed/confirmed  contract  he  would  be  prepared  to  consider  their  applications  as 
sympathetically  as  possible  within  the  overall  limit  of  national  cover  established 
for  the  Iraqi  market.  The  Minister  went  on  to  emphasise  that  the  above  should 
not  be  taken  as  a  commitment  to  automatically  grant  the  cover  sought  having 
regard  to  the  constraints  outlined.  Three  of  the  seven  Beef  Companies  have  now 
reverted  to  the  Department  claiming  to  have  signed  contracts  in  Iraq.  The  Depart- 
ment of  Agriculture  have  indicated  their  willingness  to  decide  on  the  apportion- 
ment of  available  cover  among  competing  claimants  in  the  Beef  Sector.  Accord- 
ingly a  submission  to  that  Department  has  been  prepared  requesting  such  a 
decision.  However,  no  decision  has  been  made  as  to  whether  to  allocate  the  full 
£100m.  additional  cover  available  to  beef  exporters  or  whether  some  small  amount 
should  be  held  back  in  respect  of  non-beef  exports.  This  must  be  decided  upon 
before  deciding  the  submission  to  the  Department  of  Agriculture. 

4.  The  previous  Minister  for  Industry  and  Commerce  had  sought  an  additional 
IR£120m.  cover  for  Iraq  to  be  allocated  as  follows:— 


COMPANY  IR£ 

AIBP  80m. 

Hibernia  20m. 

Non-Beef  20m 

Total  120m, 
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5.  As  the  increase  m  cover  approved  amounted  to  only  IR£100m.  and  on  the  basis 
of  the  previous  Minister's  decisions  the  most  equitable  solution  would  seem  to  be 
for  a  one-sixth  reduction  all  round  which  would  result  in  the  following  level  of 
cover  being  made  available:-  6 

COMPANY  iR£m. 

Beef  Exporters  83.33m. 

Non-Beef  Exporters  16.67m. 

Total  100.00m. 

6.  The  previous  Minister  had  also  decided  that  the  previous  cover  held  by  the  two 
beef  exporters  in  Iraq  (AIBP  and  Hibernia)  would  be  rolled  over  (i.e.,  reissued 
when  repaid  by  the  Iraqis)  to  those  two  companies  in  the  same  proportion  as 
before.  While  the  allocation  is  now  a  matter  for  the  Department  of  Agriculture,  it 
is  proposed  to  adhere  to  the  previous  Minister's  decision  to  roll-over  the  cover 
specifically  for  beef  exports.  This  would  make  an  additional  IR£99.75m.  available 
for  beef  exports  for  1989  assuming  of  course  that  the  Iraqis  pay  up  on  time. 

7.  When  added  to  the  suggested  allocation  of  IR£83.33m.  (Paragraph  5  above)  the 
roll-over  facility  would  result  in  a  potential  allocation  to  Beef  exporters  of 
IR£183.08m.  in  1989.  (The  balance  of  the  existing  exposure  would  be  "rolled-over" 
for  non-beef  exports). 

8.  Although  most  of  the  demand  for  export  credit  cover  in  Iraq  comes  from  beef 
exporters  there  has  been  a  smaller  but  nonetheless  steady  demand  for  cover  from 

the  non-beef  sector  covering  such  products  as  pharmaceuticals,  refrigeration 

equipment  and  general  industrial  products.  For  example,  we  have  an  application 

on  hands  for  a  medium  term  contract  from  for  the  construction  of  a  water 

treatment  plant  in  Iraq.  Unless  we  make  some  allocation  of  available  cover  to  such 
non-beef  contracts  it  will  not  be  possible  to  facilitate  small  companies  to  win  valu- 
able and  in  many  cases  strategic  contracts  in  the  Iraqi  market.  It  is  therefore  recom- 
mended that  cover  be  allocated  to  beef  and  non-beef  sectors  on  the  basis  outlined 
in  paragraph  5  and  6  above. 

9  The  second  issue  to  be  decided  is  the  date  at  which  the  new  cover  would  be 
released.  It  is  proposed  that  the  release  of  new  cover  should  be  tied  to  the  repay- 
ment of  our  existing  exposure  by  the  Iraqis.  For  example,  existing  exposure  is 
approximately  lR£150m.  The  additional  cover  available  is  IR£100m.  (Giving  a  new 
limit  for  Iraq  of  IR£250m).  As  a  general  rule  it  would  seem  prudent  to  decide  that 
for  every  £15  repaid  by  the  Iraqis,  that  £15  plus  a  further  £10  would  be  reissued. 
This  would  encourage  the  Iraqis  to  pay  existing  debts  promptly  and  mean  a  con 
trolled  and  gradual  build  up  of  new  liability  in  a  way  which  can  be  closely  mon- 
itored it  may  not  be  possible  to  stick  rigidly  to  this  rate  of  release  particularly  in 
the  Beef  Sector  A  lot  will  depend  on  how  the  available  cover  is  allocated  by  the 
Department  of  Agriculture.  For  example  we  have  existing  exposure  on  Hibern.a 
Meats  of  IR£23m.  If  it  was  decided  to  give  that  company  a  further  £23m,  releas<- 
of  this  cover  would  probably  have  to  be  on  a  £1  for  £1  basis. 
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10.  It  is  proposed  that  the  Minister  agree  to  the  general  principle  of  the  controlled 
release  of  the  new  cover  having  regard  to  repayment  by  the  Iraqis  of  their  out- 
standing liabilities  as  outlined  in  paragraph  8  above.  In  order  to  avoid  having  to 
revert  to  the  Minister  in  an  individual  cases  the  Department  should  have  discretion 
to  vary  the  release  Tate  having  regard  to  prevailing  circumstances. 

11.  Summary  of  recommendations 

It  is  recommended  as  follows:— 

(a)  that  the  new  credit  facility  for  Iraq  of  £100m.  should  be  allocated  in  the 
following  proportions; — 

Beef  Exports  IR£83.33m. 
Non-Beef  IR£16.67m. 
Total  IR£100m. 

(b)  that  cover  currently  held  by  (two)  beef  exporters  in  Iraq  totalling  IR£99.75m. 
be  "rolled-over"  specifically  to  cover  new  beef  contracts  and  the  balance  of 
existing  exposure  "rolled-over"  for  non-beef  exports. 

(c)  that  the  new  cover  of  £100m.  be  released  in  a  gradual  manner  having  regard 
to  repayment  by  the  Iraqis  of  their  existing  debt. 

12  January,  1989" 

APPENDIX  1 

ti 

IRAQ 

1.  (a)  Existing  exposure  —  contingent  liability 
(b)  Commitment  —  contingent  liability 
Total  Contingent  liability 


A.  Breakdown  of  Existing  Exposure 


Company 

Contract 
Value 

Exchange 
Rate 

Credit 
Period 
(months) 

Level  of 
Indemnity 
(%) 

Contingent 
Liability 
(IR£M) 

US$66.6m 

Various 

12 

75/80 

19.02 

AIBP 

DM  257.1m 

2.6795 

12 

80 

74.751 

KbP  0pti0n^ 

DM12. 86m 

2.6795 

12 

80 

3.84 

US$46.m 

1.60 

12 

80 

23.00 

Stg£3.164m 

0.8471 

18 

70 

2,61 

Stg£136,181 

089 

12 

70 

0,107 

Slg£176,212 

08471 

18 

70 

0.146 

Stg£94,000 

0,847  i 

13 

TO 

(  U 

0,077 

US$1. 38m. 

1  54 

18 
18 

70 

0.627 

DM  49.85m. 

2^519 

70 

13.85 

Total  Exposure 

138.007 

IR£m. 
=  138.007 
=  10-205 
=  148,212. 


B.  Breakdown  of  Commitments 


Company 

Contract 
Value 

Exchange 
Rate 

Credit 
Period 
(months) 

r  

Level  of 
Indemnity 
(%) 

Contingent 
Liability 
(IR£M) 

Hibernia 

£JR10,00m 
Stg  £200,000 
Stg  £2.5m. 
IRE  570,000 
IR£  760,000 

0.85 
0.83 

18 
12 
18 
18 
12 

70 
70 
70 
70 
70 

7.00 

0.165 

2.108 

0.4 
0,532 

Total  Commitments 

10.205 

NOTES 

f.  Original  exposure  IR£76.75m.  Payment  of  IR£2m.  received  in  Oct'  88.  AIBP  have  been  offered  a  roll- 
over of  the  IR76.75m  cover  as  existing  maturities  under  this  cover  are  paid. 

2,  The  figure  of  IR£19m.  is  the  combined  maximum  exposure  on  the  1987/'88  and  current  (  )  contracts 
in  the  event  of  Iraqi  default.  This  figure  will  decline  as  and  when  payments  are  received  on  the  1987/'88 
contract.  Next  payment  due  30  January  1989. 

(  9  January  1988)." 

This  Memorandum  was  discussed  in  detail  on  the  6th  of  February  1989  by  the  Minister 
for  Industry  and  Commerce  Mr  Ray  Burke,  TD,  with  the  Secretary,  Mr  Donlon,  Mr  Dully, 
Assistant  Secretary  and  Mr  Joseph  Timbs, 

Mr  Timbs1  note  of  the  discussions  was  circulated  to  those,  who  had  been  present,  as  is  set 
out  hereunder: — 

STRICTLY  CONFIDENTIAL  —  CIRCULATION  TO  CC  LIST  ONLY 


Export  Credit  Insurance  —  IRAQ 

On  6  February,  1989  the  Minister  discussed  the  question  of  Export  Credit  Insur- 
ance for  Iraq  on  the  basis  of  Department's  Memorandum  of  17th  January,  1989 
which  had  been  submitted  to  him.  The  Secretary,  Mr  J.  Dully,  Assistant  Secretary 
and  the  undersigned  were  present. 

The  position  in  relation  to  our  exposure  in  Iraq  was  discussed  and,  in  particular, 
the  following  were  noted: 

(1)  exposure  stood  at  approximately  IR£148m; 

(2)  in  November,  1988,  the  Department  of  Finance  agreed  that  the  overall  limit 
for  Iraq  could  be  increased  from  £150m.  to  £250ni, 

O)  delay,  in  payment  from  Iraq  had  now  exceeded  5  months  and  while  a  Sfim« 
payment  of  just  over  £lm.  had  been  received  within  the  past  week,  the  total 
amount  overdue  at  this  stage  was  in  the  region  of  £60m; 
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(4)  while  the  previous  Minister's  decision  of  the  21st  October,  1988  on  the  alloca- 
tion of  new  cover  could  be  justified  at  that  time,  circumstances  had  changed 
dramatically  since  then; 

(5)  Messrs  Dully  and  Timbs  had  sought  meetings  in  Iraq  at  senior  level  in  the 
Ministries  for  Finance  and  Trade,  in  the  Central  and  Rafadain  banks  and  with 
the  Iraqi  Co-Chairman  of  the  Joint  Commission  for  the  week  commencing 
13th  February. 

Having  regard  to  the  above,  the  Minister  said  that  he  was  not  prepared  to  make  any 
decisions  in  relation  to  the  issue  of  new  cover  or  the  rolling  over  of  existing  cover 
until  the  Iraqi  payment  position  clarified  it  to  his  satisfaction.  He  could  not  issue  any 
further  cover  in  Iraq  until  such  time  as  the  Iraqis  made  payment.  He  agreed  that 
circumstances  had  changed  very  substantially  since  the  decision  of  the  21st  October, 
1988.  He  agreed  that  the  question  of  allocation  of  cover  for  beef  might  be  put  formally 
to  the  Department  of  Agriculture  along  the  terms  of  the  draft  letter  shown  to  him 
subject  to  a  considerable  strengthening  of  the  paragraph  dealing  with  arrears  of 
payment. 

The  Secretary  stated  that  the  Consultancy  Unit  were  investigating  the  discrepancy 
between  CSO  figures  and  export  credit  figures  on  exports  of  beef  to  Iraq.  Preliminary 
indications  were  that  something  may  be  amiss  with  the  figures  provided  to  ICI.  The 
Minister  directed  that  the  investigation  continue  as  a  matter  of  urgency  and  with 
absolute  confidentiality. 


Joe  Timbs 

10  February  1989. 


CC.  Secretary 
Mr  J.  Dully,  A/Sec. 
Mr  G.  Donnelly;' 

As  will  be  seen  the  said  note  payments  from  Iraq  in  the  sum  of  £60m  were  overdue  on 
;jhe  10th  day  of  February,  1989. 

—The  Minister  for  Industry  and  Commerce  had  on  the  21st  day  of  October  1988  been 
.  forewarned  of  this  possibility  in  the  Memorandum  from  the  Export  Credit  Section  of  that 
:  which  included,  inter  alia,  the  statement  that 


debts  amounting  to  some  IR£65m  falling  due  for  payment  under  beef  contracts 
in  the  period  up  to  January,  1989  (for  which  the  Minister  has  an  exposure  of  nearly 
IR£52m),  it  would  be  inappropriate  to  give  any  commitment  to  the  Iraqis  to  increase 
L  IRflSOm  ceiling" 

the  recommendation  that:— 

there  be  no  increase  in  the  £150m  ceiling  for  the  time  being 
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(ii)  the  position  be  reviewed  in  the  New  Year  in  the  light  of  payment  performance 
under  existing  contracts  and  new  demands  for  insurance  cover  from  Irish 
exporters. 

As  a  result  of  such  discussion,  the  Minister  decided  that  he  was  not  prepared  to  make  any 
decision  in  relation  to  the  issue  of  new  cover  or  the  rolling  over  of  existing  cover  until  the 
Iraqi  payment  position  was  to  his  satisfaction. 

It  had  been  the  intention  of  the  Minister  for  Industry  &  Commerce  at  this  stage  that  there 
should  be  greater  involvement  by  the  Department  of  Agriculture  in  the  allocation  of  cover 
of  Export  Credit  Insurance  for  beef  exports  but  his  plans  in  this  regard  were  not  proceeded 
with  in  view  of  the  decision  to  in  effect  suspend  cover. 

Though  the  Minister  for  Industry  &  Commerce  had  stated  he  was  not  prepared  to  make 
any  decisions  in  relation  to  the  issue  of  new  cover  or  the  rolling  over  of  existing  cover 
until  the  Iraqi  payment  position  was  clarified  to  his  satisfaction,  particulars  of  the  contracts 
obtained  by  Anglo  Irish  Beef  Packers,  Hibernia  Meats  and  Taher  Meats  were  forwarded 
on  the  10th  February  1989  to  the  Department  of  Agriculture  and  their  advice  on  suggested 
allocations  in  accordance  with  the  Department's  policy  in  relation  to  the  development  of 
export  markets  for  beef. 

By  letter  dated  the  17th  day  of  February  1989  the  Department  of  Agriculture  replied  as 
follows: 

-Mr  J  Timbs 
Principal  Officer 
International  Trade  Division 
Department  of  Industry  &  Commerce 

Subject:  Export  Credit  Insurance  for  Beef  Exports  to  Iraq 

1  am  directed  by  the  Minister  for  Agriculture  and  Food  to  refer  to  your  minute 
(ECI/INS-79)  of  10  February  1989  plus  enclosures  and  to  earlier  correspondence 
regarding  the  above. 

The  Minister  for  Agriculture  and  Food  fully  shares  the  concern  of  the  Minister  for 
Industry  and  Commerce  regarding  the  extent  of  overdue  payments  owing  from  Iraq 
and  accepts  that  neither  roll-over  of  existing  cover  nor  the  advancement  of  new  cover 
should  be  considered  until  the  payment  situation  is  satisfactorily  resolved. 

As  regards  the  future  allocation  of  insurance  for  beef  exports  to  Iraq,  we  had  under- 
stood that  your  Department  would  revert  to  the  suggestion  contained  in  this  Depart 
ment's  minute  of  4  January  to  the  effect  that  an  inter-Departmental  structure  should 
be  established  to  decide  on  the  issues  involved  (see  minute  of  10  January  1989  from 
Mr  G  Donnelly  in  which  he  undertook  to  revert  in  due  course  with  your  Department's 
"ideas  as  to  the  type  of  formal  structure  which  should  be  established  to  facilitate  ttic 
exercise").  We  remain  of  the  view  that  a  group  representing  the  relevant  interests  in 
both  our  Departments  would  afford  the  best  possible  course  for  dealing  with  this 
issue. 
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Pending  finalisation  of  the  definitive  arrangements  for  dealing  with  future  allocations 
of  insurance  and  the  outcome  of  the  investigations  being  undertaken  by  your  Depart- 
ment, following  are  this  Department's  preliminary  observations  on  your  minute  and 
enclosures  of  10  February: — 

(a)  It  is  noted  that  arising  from  the  decision  taken  by  the  Minister  for  Industry  and 
Commerce,  up  to  IR£230m  (subject  to  resolution  of  the  payments  situation 
already  referred  to),  might  in  future  be  available  to  cover  meat  exports  to  Iraq. 
Assuming  a  70%  indemnity  and  an  average  price  of  IR£2135/t  of  beef  (this  repres- 
ents the  maximum  average  price  of  Irish  beef  exported  to  Iraq  in  the  1980s  to 
date  according  to  the  official  trade  statistics),  this  amount  would  be  sufficient  to 
meet  the  State's  liability  in  respect  of  about  154,000  tonnes.  This  quantity  would 
equal  about  150%  of  Ireland's  total  annual  beef  supplies  to  all  North  African  and 
Middle  Eastern  destinations  during  each  of  the  years  1987  and  1988  (the  best 
years  so  far  for  these  exports)  and  would  represent  more  than  eight  times  our 
highest  annual  export  to  date  (18,547  tonnes  in  1987  according  to  C.S.O.  statistics) 
to  Iraq  alone.  It  is  also  worthy  of  note  in  the  context  of  your  current  examination 
of  beef  exports  to  Iraq  which  are  covered  under  the  Export  Credit  Insurance 
scheme,  that  the  average  contract  price  for  beef  as  revealed  from  those  contracts 
which  accompanied  your  10  February  minute  is  approximately  IR£2205/t,  which 
amount  corresponds  closely  with  the  maximum  average  value  of  IR£2135/t  indic- 
ated in  the  official  trade  statistics. 

(b)  some  of  the  contract  documents  enclosed  provide  that  supplies  may  be  sourced 
in  Europe,  North  America  and/or  South  America. 

(c)  Contract  No.  9/89  (Hibernia  Meats  International  Limited)  relates  to  the  supply 
of  20,000  tons  (sic)  of  boneless  young  bull  meat,  i.e.  from  animals  of  less  than  2 
years  of  age.  Fulfilment  of  this  contract  would  require  the  slaughter  of  about 
170,000  animals;  as  Ireland's  annual  kill  of  young  bulls  rarely  exceeds  3,000  head 
it  would  not  be  possible  to  source  this  contract  from  within  this  country  alone. 

(d)  The  firms  named  in  your  minute  are  well  established  trading  companies;  given 
the  overall  amount  of  cover  available,  apportionment  amongst  the  competing 
applicants  should  not  present  insurmountable  difficulties  in  the  light  of  traditional 
volumes  of  Irish  beef  exports  to  Iraq. 

In  the  light  of  the  foregoing,  it  is  suggested  that  the  firms  which  have  submitted 
contracts  should  at  this  stage  be  asked  to  specify  what  proportion  of  the  contracts 
have  been  or  are  to  be  fulfilled  with  meat  of  Irish  origin.  The  allocation  of  further 
cover  can  then  be  considered  by  whatever  structure  is  agreed  on  between  our  Depart- 
ments following  completion  of  your  Department's  investigations. 

As  requested  the  papers  which  accompanied  your  minute  of  10  February  are  returned 
herewith. 


S.  Healy 

principal  Officer 
[JSC/Trade  Division 
: 17  February  1989" 
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Though  there  were  communications  with  and  representations  by  Taher  Meats,  Hibernia 
Meats  and  AIBP,  no  new  allocations  of  cover  in  respect  of  Export  Credit  Insurance  in 
respect  of  beef  exports  to  Iraq  were  made  subsequent  to  the  aforesaid  decision  of  the 
Minister  for  Industry  and  Commerce. 

Agra  Trading  Ltd  on  the  20th  April  1989  inquired  about  the  availability  of  cover  and  they 
were  informed  that  no  cover  was  available. 

Having  regard  to  the  terms  of  the  letter  dated  the  12th  day  of  December  1988  from  Mr 
Rafique  to  the  Minister  for  Industry  &  Commerce  and  of  the  letter  dated  the  22nd  day 
of  December  from  Mr  Banks,  Chief  Executive  of  the  Insurance  Corporation  of  Ireland  to 
the  Secretary  of  the  Department  of  Industry  &  Commerce,  the  International  Trade  Divi- 
sion of  the  Department  on  the  11th  day  of  January  1989  held  a  meeting  with  the  Consult- 
ancy Unit  to  initiate  a  study  into  the  difference  which  had  come  to  light  between  official 
Central  Statistics  Office  statistics  of  beef  exports  to  Iraq  and  the  level  of  insurance  cover 
extended  by  Insurance  Corporation  of  Ireland  for  beef  exports  to  Iraq. 

Recognising  that  not  all  the  relevant  data  to  resolve  the  issue  was  available  within  the 
Department  of  Industry  &  Commerce,  a  meeting  was  arranged  between  the  Department 
of  Industry  &  Commerce,  the  Department  of  Agriculture  and  the  Central  Statistics  Office 
which  meeting  was  held  on  the  20th  day  of  January  1989. 

The  Consultancy  Unit,  under  the  direction  of  Mr  Fisher  of  the  Department  of  Industry  & 
Commerce  carried  out  an  investigation  of  the  matter.  This  Unit  is  a  technical  unit  dealing 
largely  with  economic  and  financial  issues,  established  in  the  early  1970s  and  composed 
of  a  number  of  professional  accountants. 

A  number  of  meetings  were  held  between  members  of  the  Consultancy  Unit  and  repres- 
entatives of  AIBP  and  Hibernia  Meats  Ltd  in  connection  with  the  matters  being  investig- 
ated by  the  said  Consultancy  Unit  and  there  is  no  need  for  the  Tribunal  to  refer  to  these 
discussions. 

They  prepared  two  interim  reports  dated  respectively  the  14th  day  of  April  1989  and  the 
11th  day  of  May  1989  and  the  final  report  was  concluded  on  the  27th  day  of  June  1989. 

The  principal  and  uncontested  conclusions  of  the  said  report  were  that: 

"During  the  years  1987  and  1988  AIBP  exported  60,730  tonnes  of  boneless  frozen 
beef  to  Iraq  of  which  49,702  tonnes  were  insured  or  declared  for  insurance  under  the 
ICI  Export  Credit  Insurance  scheme. 

Of  the  insured  tonnage  18,938  tonnes  (38%  of  tonnage  declared  for  insurance)  were 
sourced  outside  the  jurisdiction  of  the  Irish  Republic. 

Of  the  18,938  tonnes  sourced  nutside  the  Republic,  virtually  all  such  tonnage  was 
processed  outside  the  State. 

Of  the  total  of  18,938  tonnes  sourced  outside  the  State,  a  significant  volume  of  such 
tonnage  was  both  slaughtered  and  processed  in  plants  located  in  England,  Scotland 
and  Wales, 
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In  the  case  of  Hibernia  Meats  Ltd,  a  total  of  14,866  tonnes  was  exported  to  Iraq  and 
insured  or  declared  for  Export  Credit  Insurance  during  1987  and  1988. 

Of  this  14,866  tonnes,  2,680  tonnes  was  sourced  outside  the  State  (18%  of  tonnage 
declared  for  insurance). 

While  most  of  this  externally  sourced  tonnage  of  Hibernia  Meats  Ltd  was  processed 
in  the  North  of  Ireland,  like  AIBP  a  proportion  was  processed  in  the  mainland  UK." 

The  Unit  also  reached  what  they  described  as  "subsidiary  conclusions"  as  follows:— 

"Examination  of  the  documentary  records  and  filing  systems  used  by  AIBP  indicates 
a  highly  efficient  system  for  keeping  all  the  documentary  records  in  relation  to  each 
shipment.  The  existence  of  this  system  and  the  manner  whereby  the  UK  official  docu- 
mentary records  in  relation  to  beef  sourced  in  the  UK  were  kept,  indicates  that 
external  sourcing  of  beef  for  exports  to  Iraq  was  an  obviously  well  established  com- 
pany policy  of  which  the  management  of  AIBP  would  have  been  fully  aware. 

Within  the  terms  of  the  Export  Credit  Insurance  policy,  the  company  makes  a  written 
declaration  to  the  effect  that  goods  insured  would  be  the  produce  of  the  Republic  of 
Ireland,  and  that  the  company  will  retain  evidence  to  prove  that  fact. At  the  moment 
AIBP  is  not  retaining  adequate  evidence  to  the  effect  that  beef  exported  under  the 
jurisdiction  of  the  Irish  Customs  &  Excise  authorities  and  insured  under  the  Export 
Credit  Insurance  facility  is  not  the  produce  of  the  Republic  of  Ireland. 

There  is  a  similar  lack  of  adequate  evidence  in  relation  to  the  sourcing  of  beef  pro- 
duced and  exported  to  Iraq  by  Hibernia  Meat  Ltd,  which  is  also  insured  under  the 
Export  Credit  Insurance  facility. 

If,  for  the  future,  beef  exporters  who  are  granted  Export  Credit  Insurance  facilities 
are  required  to  prove  that  shipments  of  beef  are  the  produce  of  the  Republic  of 
Ireland,  then  they  will  necessarily  have  to  complete  EEC  type  Health  Certificates.  At 
present,  a  less  detailed  Irish  Department  of  Agriculture  Health  Certificate  is  used  in 
connection  with  virtually  all  beef  exports  to  Iraq. 

Beef  exports  to  Iraq  by  both  companies  which  were  sourced  in  the  North  of  Ireland 
have  documentary  evidence  which  indicates  precisely,  both  the  slaughter  house  and 
the  processing  plant  of  such  beef.  The  document  is  an  EEC  type  Health  Certificate. 

It  was  noted  that  shipments  of  beef  to  Iraq  by  both  companies  were  covered  by 
Certificates  of  Origin  indicating  that  the  goods  were  of  Irish  origin.  In  respect  of 
goods  sourced  in  the  mainland  UK,  such  certificates  were  clearly  incorrect." 

From  this  report,  it  appears  that: 

*'(a)  of  the  tonnage  exported  to  Iraq  by  AIBP  during  the  years  1987  and  1988  and 
declared  for  and  subject  to  Export  Credit  Insurance,  38%  was  sourced  outside 
the  jurisdiction  of  the  Irish  Republic. 

(b)  of  the  tonnage  exported  to  Iraq  by  Hibernia  Meats  Ltd  during  the  years  1987 
and  1988  and  declared  for  and  subject  io  Export  Credit  Insurance,  18%  was 
sourced  outside  the  State." 
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Upon  the  completion  of  the  report  of  the  Consultancy  Unit  (the  Fisher  Report)  the 
implications  thereof  were  considered  by  the  Export  Credit  Division  and  a  Memorandum 
dealing  with  the  implications  thereof  and  setting  forth  the  options  open  to  the  Minister 
was  prepared  and  is  dated  the  11th  day  of  August  1989.  Annexed  thereto  is  a  Memor- 
andum dated  the  8th  August  1989. 

It  is  desirable  that  these  memoranda  should  be  set  forth  in  full  in  this  Report. 

CONFIDENTIAL 

4  Export  Credit  Insurance  FOR  BEEF  EXPORTS  TO  IRAQ 
Options  Arising  from  Statistical  Investigation  Carried  out  by  Consultancy  Unit 

L  On  8th  September,  1987,  the  Government  decided  to  increase  the  ceiling  on 
insured  exports  to  Iraq  from  IR£70m.  to  IR£150m.  Total  liabilities  in  respect  of 
insured  exports  to  Iraq  amounted  to  approximately  IR£25m  at  the  time  so  the 
Government  decision  in  effect  gave  the  Minister  the  go-ahead  to  assume  additional 
liabilities  of  IR£125m  on  insured  exports  to  Iraq.  Following  the  Government 
decision,  Export  Credit  Insurance  was  allocated  to  two  beef  processing  companies 
in  respect  of  contracted  beef  sales  to  Iraq  in  1987  and  1988  amounting  to 
IR£153.2m  in  total.  The  two  companies  involved  were  Anglo  Irish  Beef  Packers 
Group  Ltd  (AIBP),  part  of  the  Goodman  Group,  and  Dantean  International  Ltd, 
a  company  related  to  Hibernia  Meats  International  Ltd  and  owned  by  Oliver 
Murphy. 

2.  The  overall  maximum  liability  of  this  insurance  cover  was  IR£1 19.7m,  However 
the  companies  did  not  utilise  their  full  allocations  and  of  the  IR£153.2m  contract 
values  insured  only  IR£132m  (liability  IR£104m)  was  actually  exported.  Since 
cover  was  provided  total  payments  of  IR£46m  have  been  received  from  Iraq  with 
the  result  that  the  Minister's  current  liability  stands  at  IR£67m  approx. 

3.  All  Export  Credit  Insurance  policies  state  that  they  apply  to  shipments  which  relate 
to  "the  export  from  Ireland  after  the  date  of  contract  of  goods  produced  or  manu- 
factured in  Ireland"  (Ireland  being  defined  as  exclusive  of  the  Six  Counties).  More- 
over the  policies  were  issued  on  the  basis  of  written  proposals  and  declarations 
from  the  two  companies  which,  inter  alia,  stated  that  the  beef  supplied  under  insur- 
ance cover  was  sourced  and  processed  in  the  Republic  of  Ireland. 

4.  On  22nd  December  1988,  the  Chief  Executive  of  the  Insurance  Corporation  of 
Ireland  pic  wrote  to  the  Secretary  of  the  Department  drawing  attention  to  a  dispar- 
ity which  had  emerged  between  official  CSO  statistics  of  beef  exports  to  Iraq  and 
the  value  of  exports  declared  for  insurance  by  AIBP  and  Dantean.  Also  in  a  letter 
to  the  Minister  dated  12  December  1988,  the  Chief  Executive  of  Halal  Meat 
Packers,  Sher  Rafique,  suggested  that  a  substantial  amount  of  beef  exports  to  Iraq 
insured  under  the  Export  Credit  Scheme  was  sourced  outside  of  the  Republic  of 
Ireland. 

5.  Accordingly  in  January  1989  the  Consultancy  Unit  were  requested  to  carry  out  an 
investigation  into  the  statistical  discrepancy  between  official  CSO  statistics  for  beef 
exports  to  Iraq  and  the  level  of  exports  declared  for  insurance.  As  part  of  the 
investigation,  it  was  necessary  to  carry  out  a  detailed  verification  exercise  covering 
some  7,000  separate  documents  and  to  consult  with  the  Department  of  Agriculture, 
the  CSO,  ICI,  and  the  two  beef  companies. 
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The  Consultancy  Unit  has  now  completed  its  investigation  and  has  delivered  its 
findings  in  a  report,  copy  attached,  to  the  International  Trade  Division  of  the 
Department,  The  main  conclusion  of  the  report  is  that  a  significant  proportion  of 
beef  supplied  to  Iraq  in  1987/1988  under  Export  Credit  Insurance  cover  was 
sourced  from  outside  of  the  State.  The  amounts  were  18,938  tonnes  or  38%  of 
tonnage  declared  for  insurance  in  the  case  of  AIBP  and  2,680  tonnes  or  18%  of 
tonnage  declared  for  insurance  in  the  case  of  Dantean.  In  value  terms  the  total 
amount  sourced  outside  the  State  was  IR£52.2m„  approximately  35%  of  total  beef 
sales  declared  for  insurance. 

6.  Under  normal  insurance  principles,  a  materially  false  or  incorrect  statement  pro- 
vided by  the  insured  to  the  insurer  renders  the  insurance  contract  null  and  void. 
This  principle  is  enshrined  in  Article  4  of  each  of  the  insurance  policies  issued  to 
AIBP  and  Dantean,  which  states: 

'The  proposal  made  by  the  insured  and  the  declaration  contained  in  it  shall  be 
incorporated  with  this  Policy  as  its  basis. 

If  any  of  the  statements  contained  in  the  proposal  and  the  declaration  is  untrue  or 
incorrect  in  any  respect,  this  Policy  shall,  unless  the  Company  (i.e.  ICI)  otherwise 
elects  in  writing,  be  void". 

7.  In  addition  to  Export  Credit  Insurance,  the  two  beef  companies  obtained  export 
credit  finance  amounting  to  IR£50.3m  in  total  in  respect  of  insured  beef  exports 
to  Iraq.  (IR£33.4m  in  the  case  of  AIBP  and  IR£16.9m  in  the  case  of  Dantean).  This 
finance  was  made  available  on  foot  of  State  guarantees  provided  to  the  companies' 
financing  banks  under  the  Export  Credit  Finance  Scheme.  While  there  is  no  addi- 
tional liability  involved,  the  guarantees  are  unconditional  and  may  be  called  on  by 
the  banks  if  payment  is  not  received  from  Iraq  within  six  months  of  the  due  date 
of  payment,  irrespective  of  the  reason  for  non-payment. 

8.  The  following  options  are  available  to  the  Minister  arising  from  the  conclusions  of 
the  Consultancy  Unit's  investigation. 

(1)  Take  no  action  unless  and  until,  a  claim  is  made  by  either  company  or  by  their 
financing  banks. 

(2)  Invalidate  the  entire  insurance  cover. 

(3)  Disclaim  liability  in  respect  of  all  exports  declared  for  insurance  which  were 
sourced  outside  the  State. 

(4)  Maintain  insurance  cover  for  all  Republic  of  Ireland  processed  beef  exported 
to  Iraq  plus  a  fixed  percentage  in  respect  of  beef  processed  outside  the 
Republic. 

(5)  Substitute  uninsured  beef  exports  to  Iraq  in  1987/88  which  were  sourced  in  the 
State  for  insured  beef  exports  to  Iraq  sourced  outside  the  State- 

(6)  Maintain  insurance  cover  for  all  shipments  notified  by  the  two  companies  for 
insurance  cover. 

The  implications  of  these  options  are  described  below: 
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Option  1 

Take  no  action  unless  and  until  claim  is  made  by  either  company  or  by  their  financing 
banks. 

It  is  possible  that  no  claim  will  be  made  in  which  case  no  action  would  be  required 
under  this  option.  If  however  a  claim  is  made,  a  decision  would  then  have  to  be  taken 
as  to  whether  to  disclaim  liability  or  not.  This  is  not  really  an  option  but  rather  a 
postponement  of  a  decision. 

Option  2 

Invalidate  the  entire  insurance  cover.  This  would  mean  disclaiming  all  liabilities  under 
each  facility  (maximum  liability  of  IRX119.7  in  total)  irrespective  of  whether  ship- 
ments insured  were  of  Republic  of  Ireland  origin  or  not.  The  two  companies  would 
not  be  entitled  to  any  refund  of  premium  as  a  result  of  the  invalidation  of  the  insur- 
ance cover. 

While  this  option  would  result  in  an  immediate  cancellation  of  insurance  liabilities, 
the  Minister  would  still  be  liable  to  the  companies'  financing  banks  for  exports  which 
are  covered  by  unconditional  guarantees  issued  under  the  Export  Credit  Finance 
Scheme  and  which  are  still  outstanding  from  Iraq.  The  amounts  in  question  are 
IR£32.1m  in  the  case  of  AIBP  and  IR£6.2m  in  the  case  of  Dantean.  The  guarantees 
however  contain  recourse  agreements  which  enable  the  Minister/ICI  to  seek  full  reim- 
bursement from  the  two  companies  in  respect  of  claims  paid  to  the  banks  under  the 
guarantees  which  are  not  covered  by  the  insurance.  It  is  considered  that  the  relevant 
recourse  agreements  should  be  invoked  in  such  circumstances. 

Option  3 

Disclaim  liability  in  respect  of  all  exports  declared  for  insurance  which  were  sourced 
outside  the  State. 

A  total  of  IR£52.2m  (  liability  IR£41.2m)  of  beef  sales  declared  for  insurance  were 
sourced  outside  the  State.  Of  this,  IR£19m  (liability  IR£15m)  has  already  been  paid 
for,  so  that  the  net  reduction  in  outstanding  insurance  liability  under  this  option  would 
be  IR£26m. 

However  IR£16m  of  insured  exports  sourced  outside  the  State  are  covered  by  bank 
guarantees  and  are  still  outstanding  from  Iraq.  The  Minister  would  remain  liable  to 
the  banks  for  these  amounts,  and  would  have  the  same  recourse  options  as  mentioned 
above. 

Option  4 

Maintain  insurance  cover  for  all  Republic  of  Ireland  processed  beef  exported  to  Iraq 
plus  a  fixed  percentage  in  respect  of  beef  processed  outside  the  State. 

Under  the  Export  Credit  Scheme,  insurance  cover  is  sometimes  granted  to  an 
exporter  who  has  to  source  part  of  his  contract  outside  of  the  State,  the  justification 
being  the  overall  benefit  to  the  Irish  economy  arising  from  the  particular  contract. 
This  arrangement  is  designed  to  cater  for  exporters,  particularly  exporters  of  manu- 
factured goods,  who  of  necessity  are  obliged  to  source  materials,  components  or  fin- 
ished goods  outside  the  State  due  to  unavailability  within  the  State.  This  argument 
might  not  apply  in  the  case  of  AIBP  and  Dantean.  The  percentage  of  non-Irish  beef 
to  be  covered  under  this  option  would  need  to  be  determined. 
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Option  5 

Substitute  uninsured  beef  sales  to  Iraq  in  1987/1988  which  were  sourced  in  the  State 
for  insured  beef  sales  sourced  outside  the  State. 

This  would  apply  to  AIBP  only  as  Dantean  did  not  export  beef  to  Iraq  in  the  period 
without  insurance  cover.  During  1987/1988  AIBP  exported  11,028  tonnes  (value 
IR£17.2m)  to  Iraq  without  insurance  cover  of  which  6,094  tonnes  (value  IR£8.23m) 
were  sourced  in  the  Republic.  The  amount  of  uninsured  sales  sourced  in  the  State 
would  not  be  sufficient  to  offset  the  18,938  tonnes  (value  IRf  46.3m)  of  insured  AIBP 
sales  sourced  outside  the  State. 

APPENDIX  1 

1.  The  limited  slaughtering  capacity  was  a  most  critical  factor  in  aggravating  the 
1974/75  national  beef  crisis.  Despite  the  fact  that  factories  and  individual  farmers 
(those  in  winter  feeding  in  the  winter  of  74/75)  made  a  lot  of  money,  the  bulk  of 
livestock  producers  lost  heavily.  This  resulted  in  a  loss  of  confidence  in  the  indus- 
try from  which  it  took  several  years  to  recover.  The  beef  breeding  herd  dropped 
from  over  700,000  to  around  400,000  cows  over  the  next  few  years.  The  beef 
breeding  herd  (suckler  cow  herd)  never  fully  recovered  from  the  crisis.  This  indic- 
ates the  sensitivity  of  the  cattle  and  beef  industry  to  factors  of  this  nature. 

2.  Ireland  has  a  slaughtering  capacity  of  around  70,000  cattle  per  week  and  its  peak 
throughput  is  50,000.  In  ordinary  circumstances  there  is  no  shortage  of  slaugh- 
tering capacity.  Associated  facilities  such  as  chilling  capacity  are  more  likely  to 
be  short  under  the  normal  range  of  circumstances. 

3.  Two  firms,  AIBP  and  UMP  now  control  over  60%  and  one  firm  i.e.  AIBP  con- 
trols  over  40%  of  the  national  slaughtering  capacity.  If  the  major  firm  involved 
in  beef  production  were  forced  or  decided  to  close  down,  the  knock-on  effects 
would  be  of  major  proportions.  All  of  the  plants  of  this  firm  would  not  be  sold 
together  and  it  is  possible  that  all  or  most  of  them  could  be  out  of  production  for 
an  extended  period  or  indeed  indefinitely.  There  is  little  doubt  that  in  this  eventu- 
ality there  would  be  major  repercussions  for  the  beef  industry,  including  farmers. 

4.  The  pursuit  of  debts  of  the  order  mentioned  to  the  full  by  the  State  could  affect 
to  varying  degrees  the  following: 

— banks 

—the  companies  concerned 
— cattle  producers 
— valuable  markets 
—international  trading  reputation 
—Irish  credibility  in  Brussels 
—employment 

5.  The  current  investigation  by  the  Department  of  Agriculture  and  Food  on  APS 
beef  certainly  has  already  diminished  confidence  of  the  banking  community  in 
the  industry.  It  will  not  be  possible  to  restore  this  until  the  current  investigations 
are  completed.  The  banking  credit  facilities  are  of  critical  importance  in  the  inter- 
national trading  arrangements  of  the  beef  industry. 

6.  AIBP  are  a  major  player  in  the  international  trading  of  beef.  They  have 
developed  a  number  of  markets  in  the  UK,  the  rest  of  the  EC  and  the  Middle 
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East.  As  regards  the  APS  scheme  of  1989,  under  which  133,000  tonnes  were  taken 
in,  AIBP  provided  43,000  tonnes.  While  69,000  of  the  total  remains  unsold  AIBP 
has  disposed  of  their  quantities. 

The  second  company  involved  in  the  Iraq  export  insurance  guarantee  appear  to 
have  some  difficulties  in  the  1988  APS  scheme.  Further  difficulties  would  prob- 
ably create  insurmountable  obstacles  for  them. 

7.  While  it  is  difficult  to  envisage  closure  on  the  scale  referred  to,  the  repercussions 
in  the  industry  and  related  sectors  would  be  seriously  affected  if  some  closures 
were  to  take  place.  Iraq  is  an  important  market  in  recent  years  with  considerable 
potential  in  the  years  ahead.  The  knock-on  effect  in  other  markets  would  be 
significant  if  the  reputation  of  important  meat  traders  were  seriously  impaired. 

8.  Whatever  actions  are  contemplated  they  must  be  taken  in  the  context  of  the 
overall  impact  on  the  agriculture  and  food  sector  with  due  and  full  recognition  of 
the  possible  impact  of  the  current  sampling  on  APS  beef  on  the  sector. 

9.  Fullest  consideration  should  be  given  to  the  possible  damage  compared  to  pos- 
sible losses  that  may  be  incurred  due  to  guarantees  given.  Our  view  is  that  efforts 
to  maximise  payment  of  debts  from  sales  of  beef  to  Iraq  should  be  sustained  for 
whatever  period  is  required.  It  is  considered  that  this  process  should  be  fully 
explored  and  exhausted  before  considering  other  ways.  The  experience  of  An 
Bord  Bainne,  a  major  trader  in  the  Middle  East,  is  that  Iraq,  while  slow  to  pay, 
always  honours  its  debts. 

10.  The  impact  on  farming  prices  of  major  factory  closures  would  be  the  most  serious 
outcome.  Cattle  slaughtering  have  been  low  so  far  this  year  and  large  numbers 
are  available  this  autumn.  The  support  mechanisms  are  now  weaker,  an  APS  in 
autumn  will  be  smaller  than  last  year,  some  APS  from  1988  may  overhang  the 
market  and  the  summer  drought  will  affect  fodder  supplies.  While  the  market 
position  can  be  managed  satisfactorily  under  stable  conditions  it  will  become 
rapidly  unstable  if  the  major  beef  production  company  with  considerable  interna- 
tional markets,  closes  or  it  is  forced  to  reduce  its  operations.  This  would  bring 
cattle  prices  into  disarray  if  not  total  collapse. 

11.  Impact  on  international  trade  and  effects  on  specific  markets  such  as  Iraq  and 
other  Middle  East  outlets  to  be  considered.  Total  exports  to  the  Middle  East 
were  73,000  tonnes  in  1986,  112,500  in  1987  and  98,000  in  1988.  The  figures  for 
Iraq  were  10,000  tonnes  in  1986,  18,500  in  1987  and  28,700  in  1988. 

12.  Evidence  that  beef  was  sourced  elsewhere  would  need  to  be  incontrovertible. 
Rumours,  without  clear  proof,  would  have  serious  consequences  for  the  industry 
in  trade  and  EC  circles, 

8  August  1989. 

Department  of  Agriculture  &  Food" 

Mr  Desmond  CTMalley,  TD,  who  had  been  appointed  Minister  for  Industry  &  Commerce 
on  the  12th  day  of  July  1989  met  with  Mr  Timbs  and  Mr  Donnelly  on  the  14th  day  of 
August  1989. 
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He  had  on  that  date  received  the  Government  Memorandum  from  the  Department 
together  with  the  documents  annexed  to  it  and  informed  Mr  Timbs  and  Mr  Donnelly  that 
he  was  making  the  decision  in  principle  to  void  the  policies,  that  fraud  should  be  assumed 
and  the  premiums  not  returned  and  instructed  them  to  seek  the  advice  of  the  Attorney 
General's  office  with  regard  to  the  issues  highlighted  in  the  said  Memorandum. 

On  the  11th  day  of  October  1989,  Mr  Frewen  of  the  Insurance  Corporation  of  Ireland 
wrote  to  Mr  L  J  Goodman  of  Goodman  Holdings  in  the  following  terms: — 

"Dear  Mr  Goodman 

On  the  18th  day  of  February  1988,  we,  as  agents  for  the  Minister  for  Industry  & 
Commerce,  entered  into  an  Export  Credit  Insurance  Comprehensive  Shipments  Pol- 
icy Number  2436  with  your  company.  Prior  to  the  policy  being  issued,  a  Proposal  with 
certain  declarations  and  representations  was  made  by  your  company,  which  were 
incorporated  with  the  Policy  as  its  basis  in  accordance  with  Article  4  thereof.  It  was 
proposed,  declared  and  represented,  inter  alia,  that  the  meat,  the  subject  matter  of 
the  policy  would  be  the  produce  of  the  "Republic  of  Ireland**  and  that  evidence 
would  be  retained  by  your  company  to  prove  that  fact.  Further,  it  was  an  express  and 
fundamental  term  of  the  policy  that  all  meat  the  subject  of  any  shipment  covered  by 
the  policy  was  and  would  be  meat  produced  within  the  State.  Any  liability  on  foot  of 
the  policy  was  conditional  on  this  term  being  complied  with. 

Extensive  investigations  having  been  carried  out  on  behalf  of  our  principal,  the  Minis- 
ter for  Industry  &  Commerce  and  his  Department,  it  has  been  established,  as  you  are 
aware,  that  substantial  quantities  of  the  meat,  the  subject  matter  of  the  Policy,  were 
not  produced  in  the  State.  At  least  44%  of  the  meat  concerned  was  produced  outside 
the  State. 

Accordingly,  we  hereby  give  you  notice  on  behalf  of  the  Minister  for  Industry  & 
Commerce  that  by  reason  of  the  matters  aforesaid  the  Policy  is,  in  accordance  with 
Article  4  thereof,  void. 

In  the  circumstances  no  liability  will  be  accepted  by  the  Minister. 
Yours  faithfully" 

A  letter  in  somewhat  similar  terms  was  on  the  same  day  sent  by  the  Insurance  Corporation 
of  Ireland  to  Dantean  Holdings  Ltd 

Article  4  of  the  Export  Credit  Insurance  Comprehensive  Shipments  Policy,  issued  by  the 
Insurance  Corporation  of  Ireland,  provided  that: — 

"The  proposal  made  by  the  Insured  and  the  Declaration  contained  in  it  shall  be 
incorporated  with  this  policy  as  its  basis. 

"If  any  of  the  statements  contained  in  the  proposal  and  the  Declaration  is  untrue  or 
incorrect  in  any  respect,  this  Policy  shall,  unless  the  Company  otherwise  elects  in 
writing,  be  void." 

The  Insured  were  required  and  did  declare  that  the  meat,  the  subject  matter  of  the  policy, 
would  be  the  produce  of  the  Republic  of  Ireland  and  that  evidence  would  be  retained  by 
the  insured  to  prove  that  a  fact. 
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Both  AIBP  and  Hibernia  Meats  Ltd  made  declarations  to  that  effect  and  the  policies  were 
issued  on  the  basis  inter  alia  of  such  declarations. 

It  is  clear  from  the  terms  of  the  Report  of  the  Consultancy  Unit  (the  Fisher  Report)  that 
both  AIBP  and  Hibernia  Meats  Ltd  were  in  breach  of  the  express  terms  of  the  said 
declarations  because:— 

(a)  Of  the  tonnage  of  beef  exported  to  Iraq  by  AIBP  in  1987  and  1988,  declared  for 
and  subject  to  Export  Credit  Insurance  policies,  38%  were  sourced  outside  the 
jurisdiction  of  the  State  and 

(b)  Of  the  tonnage  exported  to  Iraq  by  Hibernia  Meats  during  the  years  1987  and 
1988,  18%  were  sourced  outside  the  state. 

It  was  because  of  the  alleged  breaches  of  these  declarations,  incorporated  in  the  said 
policies  of  insurance,  that  the  Minister  for  Industry  &  Commerce  and  the  Insurance  Cor- 
poration of  Ireland  pic,  as  his  Agent,  treated  the  said  policies  as  void  and  repudiated 
liability  on  foot  thereof. 

While  it  had  been  ascertained  from  the  findings  of  the  Fisher  Report  that  of  the  tonnage 
of  beef  exported  to  Iraq  by  AIBPI  and  Hibernia  Meats  Ltd  during  the  years  1987  and 
1988  and  subject  to  Export  Credit  Insurance  38%  of  such  tonnage  exported  by  AIBPI 
and  18%  of  such  tonnage  exported  by  Hibernia  Meats  Ltd  were  sourced  from  outside  the 
jurisdiction  of  the  State,  the  Tribunal  ascertained  from  the  Department  of  Agriculture 
and  Food  that  of  the  tonnage  of  beef  exported  to  Iraq  in  1987  and  1988,  84%  of  that 
exported  by  AIBPI  and  75%  of  that  exported  by  Hibernia  Meats  had  been  purchased 
from  Intervention  stocks  held  by  the  Irish  Intervention  Agency,  the  Minister  for  Agricul- 
ture and  Food, 

On  the  12th  day  of  October  1989,  Anglo  Irish  Beef  Processors  International  Ltd  instituted 
proceedings  in  the  High  Court  against  the  Minister  for  Industry  &  Commerce  and  the 
Insurance  Corporation  of  Ireland  pic. 

In  the  course  of  the  proceedings  instituted  by  AIBP,  they  allege  that  the  said  purported 
repudiation  of  the  policy  was  misconceived  and  for  no  legitimate  reason  or  cause,  was 
invalid  and  ineffective. 

In  their  Reply  to  the  Defence  delivered  on  behalf  of  the  Defendants,  the  Minister  for 
Industry  &  Commerce  and  the  Insurance  Corporation  of  Ireland,  they  alleged  that: 

"Insofar  as  the  said  representations  were  made,  or  the  said  warranties  were  given, 
they  were  made  and  given  only  in  compliance  with  the  standard  form  documentation 
required  by  the  Defendants  to  be  issued  by  any  trader  seeking  export  guarantee 
insurance  cover  from  the  State.  Insofar  as  the  said  representations  were  made,  or 
warranties  given,  the  said  were  made  and  given  by  the  Plaintiffs  in  ignorance  of  the 
said  fact  that  the  same  were  being  exacted  illegally  on  the  part  of  the  Defendants  and 
in  abuse  of  the  powers  of  the  State  in  that  behalf/' 
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All  of  the  beef  the  subject  matter  of  the  said  policies  was  exported  by  the  Plaintiff 
from  the  State  and  was  produced  or  originated  either  in  a  State  or  in  a  member  State 
of  the  European  Community. 

"If  the  policies  of  export  and  guarantee  insurance  issued  by  and  on  behalf  of  the 
Defendants,  contained  provisions  which  purported  to  and  were  intended  to  have  the 
effect  of  excluding  from  the  cover  thereby  afforded,  beef  exported  from  the  State, 
but  which  originated  in,  or  was  produced  outside  the  State  in  another  member  state 
of  the  European  Communities,  such  provisions  were  unlawful  and  unenforceable  and 
are  to  be  disregarded  as  being  severed  from  such  policy.  In  the  alternative,  such 
provisions  fall  to  be  construed  as  if  the  references  therein  to  the  State  are  intended 
to  be  references  to  member  states  of  the  European  Communities  and  not  exclusively 
to  the  State." 

PARTICULARS 

A  provision  or  clause  to  the  above  effect  in  a  system  of  export  guarantee  insurance  oper- 
ated by  or  on  behalf  of  a  Member  State  of  the  European  Communities  is  contrary  to  the 
laws  of  the  Communities  in  that  it:— 

"(1)  Is  inconsistent  with  and  repugnant  to  the  regulations  establishing  the  common 
organisation  of  the  market  in  beef  and  veal  under  the  Common  Agricultural 
Policy  of  the  Community  and  in  particular  Regulation  805/68/EEC: 

(2)  Constitutes  a  quantitative  restriction  on  imports  to  the  State  contrary  to  Article 
30  of  the  Treaty  establishing  the  European  Economic  Community  and  infringes 
the  prohibition  in  Article  7  thereof: 

(3)  Constitutes  an  unlawful  aid  granted  by  the  State  which  distorts  competition  by 
favouring  those  undertakings  which  produce  beef  within  the  State  contrary  to 
Article  92  of  the  said  Treaty." 

While  there  is  no  doubt  but  that  the  shipments  of  beef  made  to  Iraq  included  beef  sourced 
outside  the  State  as  set  out  in  the  Fisher  Report  and  that  such  inclusion  was  contrary  to 
the  express  declarations  made  by  AIBP  and  Hibernia  Meats  Ltd,  a  fundamental  issue 
raised  in  the  proceedings  pending  in  the  High  Court  is  whether:— 

"The  requirement  of  such  a  declaration  was  illegal  and  an  abuse  of  the  powers  of  the 
State  having  regard  to  the  fact  that  all  the  beef,  the  subject  matter  of  the  relevant 
policies  was  exported  from  the  State  and  was  produced  or  originated  either  in  the 
State  or  in  a  Member  State  of  the  European  Communities  on  the  grounds  that  such 
a  requirement  is  contrary  to  the  laws  of  the  European  Communities  in  that  it: 

(1)  Is  inconsistent  with  and  repugnant  to  the  regulations  establishing  the  common 
organisation  of  the  market  in  beef  and  veal  under  the  Common  Agricultural 
Policy  of  the  Community  and  in  particular  Regulation  805/68/EEC: 

(2)  Constitutes  a  quantitive  restriction  on  imports  to  the  State  contrary  to  Article  30 
of  the  Treaty  establishing  the  European  Economic  Community  and  infringes  the 
prohibition  in  Article  7  thereof. 

(3)  Constitutes  an  unlawful  aid  granted  by  the  State  which  distorts  competition  by 
favouring  those  undertakings  which  produce  beef  within  the  State  contrary  to 
Article  92  of  the  said  Treaty." 
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This  is  an  issue  which  will  have  to  be  determined  by  the  High  Court  and/or  the  European 
Court  of  Justice  and  the  Tribunal  will  express  no  view  thereon  and  consequently  will  not 
refer  to  the  evidence  with  regard  thereto  given  during  the  hearing  of  the  Tribunal 

Between  the  14th  day  of  August  1989  and  the  said  11th  day  of  October  1989,  the  Minister 
and  officials  of  his  Department  had  a  number  of  discussions  with  Mr  Goodman  and/or 
representatives  of  Anglo  Irish  Beef  Processors  International  and  with  representatives  of 
Hibernia  Meats  Ltd. 

In  view  of  the  matters  in  issue  in  the  proceedings  instituted  by  Anglo  Irish  Beef  Processors 
International,  the  Tribunal  does  not  consider  it  desirable  or  necessary  to  deal  with  what 
transpired  at  these  interviews. 

In  view  of  the  controversy  which  arose,  it  is  desirable  to  set  forth  in  detail  the  nature  of 
the  claim  made  by  Anglo  Irish  Beef  Processors  International  in  the  said  proceedings  and 
this  can  best  be  done  by  setting  forth  in  detail  the  Amended  Statement  of  Claim  delivered 
on  their  behalf  on  the  7th  day  of  November  1990  which  is  as  follows:— 

"1.  The  Plaintiff  was  incorporated  with  limited  liability  under  the  provisions  of  the 
Companies  Act  1963  and  on  the  18th  day  of  September  1989  was  re-registered 
as  an  unlimited  company.  The  Plaintiff  carries  on  in  the  State  and  abroad  the 
business  of  slaughtering  ,  processing  and  exporting  beef  and  related  products. 

2.  Under  the  provisions  of  the  Insurance  Acts  1953-1958  the  First  Named  Defend- 
ant  is  authorised  to  make  arrangements  for  giving  to  or  for  the  benefit  of  per- 
sons carrying  on  the  business  in  the  State,  guarantees  in  connection  with,  inter 
alia,  the  export  of  goods  from  the  State  for  the  purpose  of  encouraging  such 
exports.  Such  arrangements  are  authorised  so  as  to  include  agreements  with 
insurance  companies  for  the  re-insurance  of  guarantees  given  by  them. 

3.  The  Second  Named  Defendant  is  established  and  authorised  within  the  State 
to  carry  on  business  as  an  insurer  including  the  business  of  export  guarantee 
insurance  and  as  such  acts  as  the  agent  of  the  First  Named  Defendant  in  imple- 
mentation of  the  arrangements  aforesaid  for  the  provision  of  export  guarantees 
under  the  said  Acts. 

4.  For  a  number  of  years  prior  to  the  year  1987  the  Plaintiff  had  achieved  consider- 
able success  in  establishing  a  market  for  the  export  and  sale  of  Irish  beef  in 
Iraq  and  had  done  so  with  the  support  and  encouragement  of  the  State  and 
particularly  that  of  the  First  Named  Defendant. 

5.  The  First  Insurance  Policy 

11  In  the  month  of  September  1987  the  Plaintiff  was  successful  in  procuring  the 
conclusion  of  a  series  of  contracts  with  Iraqi  import  purchasers  for  the  export 
and  sale  to  them  of  a  total  of  40,000  tons  of  beef  at  a  value  of  IR£97,028,215  for 
delivery  between  September  1987  and  September  1988. 


Export  Credit  Insurance 


195 


Oi  iflniitw 

UUal  in iy 

r  cii  tiouiai  o 

L/C 

Vpili  ip 

Mdtrir1  TnnnoQ 

IVICll  ILr     1  Ul  II  ico 

Pi  iroh^QQr 

Kin 

irf 

09.09  87 

994.2437 

The  State  Company  for 
Foodstuff  Tradina 

19546 

2,422.444.52 

25,09.87 

2055.7416 

11  M 

•  * 

5,164,586.59 

04.10.87 

563.5074 

li  ii 

1,415,685,08 

23.10.87 

1014.2628 

11  11 

M 

2  548  106  22 

29.10.87 

1 726  3092 

it  ll 

M 

4  336  961  99 

20.1 1.87 

1 186  7175 

II  ll 

1 1 

2  981  359  71 

30.11.87 

1717  1665 

11  II 

>  i 

4  313  993  02 

1 1.12.87 

1436  3256 

II  M 

■  ■ 

3  608  443  68 

31.12.87 

1657.1441 

II  II 

1 1 

4,163,200.29 

14.01.88 

2026  0900 

11  II 

5!090!093.54 

27  01  88 

622  4916 

II  II 

3  203' 726  29 

27.01.88 

665.4944 

II  II 

19677 

19.02.88 

1706.9837 

II  11 

■  i 

4,288,411,03 

27.02.88 

1156.21065 

II  II 

1 1 

2,904,718.13 

1 7  m  Rft 

1868  4493 

II  II 

1 1 

4  694  056  89 

31.03.88 

831.2508 

II  II 

it 

2,088,329.90 

14.04.88 

1462.5676 

II  11 

ii 

3,674,370.78 

12,05.88 

1476.9471 

■  I  14 

•  i 

3J10.496.03 

18.05.89 

1867.2501 

M  ii 

ii 

4,691,044.17 

30.05.88 

1297.4460 

ii  ii 

n 

3,259,540.05 

01.06.88 

1497.4531 

ii  M 

•  i 

3,762,012.72 

29.06.88 

1169.1388 

n  ii 

•  i 

2,937,197.19 

29999.19155 

75,258,777.72 

Date 

Quantity 

Particulars 

L/C  No. 

Value 

IR£ 

Metric  Tonnes 

Purchaser 

IRC 

C/Forward 

09.09.87 

515.5511 

Iraqi  Company  for 

32088 

1,295,206 

75,258,777.72 

Agriculture  Products 

Marketing 

361,749 

25.09.87 

143.9925 

ii  ii 

<  i 

04.10.87 

360.7275 

M  ii 

i  > 

894,697 

29.10.871 

121.2980 

ii  ii 

i  ' 

304,734 

20.11.87 

488.0317 

■  i  ii 

1 1 

1 ,226,069 

11.12.87 

516.8250 

1,298,406 

27.01.88 

513.0268 

1,281,560 

27.02.88 

468.82787 

•i  ii 

1 1 

1,177,824 

31,03.88 

92.990 

•I  ii 

■  i 

233.616 

13.05.88 

393.47360 

ii  •« 

1 1 

988,514 

26.07.88 

1501.7029 

ii  M 

■  i 

3,772,689 

12,835,064 

5,116.44697 

12,835,064 

88,093,841.72 

196 


Chapter  Six 


Date 

Quantity 
Metric  Tonnes 

Particulars 
Purchaser 

UCNo. 

Value 
[Re 

e 

C/Forward 

09.09.87 

25.09.87 
04.10.87 
30.11.87 
14.01  88 
27.01.88 
19.02.88 
27.02.88 

480.9024 

216,4629 

1195.18883 
281.510 
208.1909 
182.8009 
144.3347 
45.7708 

Iraqi  Company  for 

AnrirM  ilturo  PmHtifMe 
r^yj  llyUiLUr  c  r  lUUUOlb 

Marketing 

■  I  ii 

ip  ii 

M  II 
II  l| 

31905 

•  • 

■  ■ 

■  i 

■  i 

828,452 

372,901 
2,053,819 
484,958 
358,651 
313,127 
248,646 
78,849 

88,093,841.72 
4,739.403 

4,739,403 

92,833,244.72 

Date 

Quantity 
Metric  Tonnes 

Particulars 
Purchaser 

IX  No. 

Value 
IR.£. 

.£ 

C/Forward 

31.03.88 
20.07,88 
26.07.88 

912.2676 
13.097 
1509.7512 

■  I  ii 
n  i, 

n  n 

ii 

" 
■  i 

1,571,557 
22.562 
2,600,852 

92,833,244.72 

TOTAL  = 

5190.27223 

4,194,971 

4,194,971 
IR£97,028,215 

5.2  In  order  to  ensure  due  receipt  of  payment  of  the  sale  proceeds  of  the  said 
contracts,  the  Plaintiff  applied  to  the  second-named  Defendant  and  on  the  18th 
day  of  February  1988  received  from  the  Second  Named  Defendant  on  behalf  of 
the  First  Named  Defendant  a  policy  of  Export  Credit  Insurance  (No.  EC  2436) 
in  a  maximum  amount  of  IR£76,75 1,589.85  (being  80  per  cent  of  total  contract 
value)  and  paid  to  the  Second  Named  Defendant  a  premium  of  IR£959,394.87 
therefor. 

53  Under  the  terms  of  the  said  policy  the  Second-Named  Defendant  in  considera- 
tion of  the  said  premium  agreed  to  indemnify  the  Plaintiff  on  behalf  of  the  First 
Named  Defendant  in  respect  of  80%  of  any  loss  which  the  Plaintiff  might  sustain 
in  connection  with  any  consignment  to,  of  beef  comprised  in  the  contracts 
described  in  the  said  policy.  The  Plaintiff  duly  performed  the  said  contracts  and 
delivered  the  said  consignments  to  the  Iraqi  purchasers  thereof. 

5.4  By  a  letter  dated  11th  October  1989,  written  on  behalf  of  the  second  named 
Defendant  on  behalf  of  the  first  named  Defendant  as  principal,  the  second 
named  Defendant  wrongfully  and  in  breach  of  contract  purported  to  avoid  the 
said  Export  Credit  Insurance  policy  No.  2436.  The  said  purported  repudiation 
of  liability  on  foot  of  the  said  policy  was  misconceived  and  for  no  legitimate 
reason  or  cause  and  was  invalid  and  ineffective. 

6,    The  Second  Policy 

6.1.  In  order  to  exploit  further  the  markets  which  had  been  opened  up  for  Irish 
goods  and  products  in  Iraq  by  the  Plaintiff  and  with  a  view  to  encouraging  trade 
between  the  State  and  Iraq  under  the  terms  of  the  Agreement  on  Economic, 
Scientific  and  Technological  Co-operation  of  1981  between  Ireland  and  Iraq, 
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the  First  Named  Defendant  sought  and  obtained  from  the  Plaintiff  assurances 
and  commitments  that  the  Plaintiff  and  other  companies  in  the  group  of  which 
the  Plaintiff  forms  part  would  seek  to  procure  further  export  contracts  and 
engage  in  further  trading  and  investment  activities  in  Iraq. 

6.2  Pursuant  to  the  said  Ireland/Iraq  Agreement  of  1981,  meetings  of  the  Irish-Iraqi 
Joint  Commission  on  Economic,  Scientific  and  Technological  Co-operation 
took  place  during  1987  and  1988  and  at  a  session  of  the  said  Joint  Conference 
held  in  September  1987  the  First  Named  Defendant  undertook  to  ensure  that 
Export  Credit  Insurance  to  an  aggregate  value  of  not  less  than  IR£150  million 
would  be  made  available  by  the  State  in  respect  of  trade  with  Iraq  including 
exports  of  beef. 

6.3  Immediately  following  the  said  meeting  of  the  Joint  Commission,  the  Plaintiff 
was  informed  on  behalf  of  the  First  Named  Defendant  that  the  said  promise 
had  been  made  and  the  Plaintiff  was  encouraged  to  seek  further  contracts  for 
the  export  of  beef  to  Iraq  upon  the  basis  that  Export  Credit  Insurance  therefore 
would  be  made  available  by  the  First  Named  Defendant  through  the  agency  of 
the  Second-Named  Defendant  in  due  course  to  cover  such  contracts. 

6.4  Acting  upon  the  strength  of  the  said  information  and  the  promise  of  the  First 
Named  Defendant  that  Export  Credit  Insurance  would  be  provided  as  afore- 
said, the  Plaintiff  company  proceeded  to  seek  and  eventually  obtain  and  con- 
cluded a  series  of  further  contracts  for  the  export  of  beef  to  Iraq,  the  said 
contracts  having  an  aggregate  value  of  IR£76,501 ,835.00 
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6.5  Having  procured  contracts  as  aforesaid,  the  Plaintiff  applied  to  the  First  Named 
Defendant  to  approve  the  issue  by  the  Second  Named  Defendant  on  his  behaif 
of  corresponding  policies  of  Export  Credit  Insurance  to  cover  the  said  contracts. 
On  the  10th  day  of  February  1988  the  Plaintiff  was  informed  on  behalf  of  the 
First  Named  Defendant  that  the  First  Named  Defendant  had  agreed  that  Export 
Credit  Insurance  to  a  contract  value  of  US£30  million  had  been  allocated  to  the 
Plaintiff  in  respect  of  the  said  contracts  subject  only  to  the  enactment  of  legisla- 
tion amending  the  provisions  of  the  said  Insurance  Acts  so  as  to  provide  for 
an  increase  in  the  aggregate  amount  of  the  Minister's  liability  under  the  said 
arrangements. 

6.6  On  the  5th  day  of  July  1988  the  aggregate  amount  of  the  Minister's  liability  in 
respect  of  the  said  arrangements  was  increased  to  the  sum  of  IR£500,Q00,000  on 
the  passing  of  the  Insurance  (Export  Guarantees)  Act  1988. 

6.7  In  the  month  of  December  1988  in  response  to  a  request  on  behalf  of  the  First 
Named  Defendant,  the  Plaintiff  submitted  details  of  copies  of  the  said  contracts 
to  the  Second  Named  Defendant  and  paid  to  the  Second-Named  Defendant  a 
premium  in  a  total  amount  of  IR£194,303  on  foot  of  the  said  Export  Credit 
Insurance  policy.  The  Plaintiff  proceeded  to  perform  the  said  contract  and  to 
deliver  the  said  consignments  to  the  Iraqi  purchasers  thereof. 

6.8  Notwithstanding  the  First  Named  Defendant's  promise  and  representation  that 
Export  Credit  Insurance  cover  would  be  made  available  in  respect  of  a  contract 
concluded  by  the  Plaintiff  as  aforesaid;  notwithstanding  the  Plaintiffs  reliance 
upon  said  promise  and  representation  by  acting  to  its  detriment  in  concluding 
the  contracts  described  in  Paragraph  6.7  above;  and  notwithstanding  the  Plaint- 
iffs payment  of  the  said  premium  and  its  acceptance  by  the  Second  Named 
Defendant,  the  Second  Named  Defendant  has  wrongfully  and  in  breach  of  con- 
tract neglected  and  refused  to  issue  the  said  policy  documents  to  the  Plaintiff. 

7.    Further  Claims 

7.1  On  or  about  the  7th/9th  November  1988  a  further  session  of  the  said  Joint  Com- 
mission on  Economic,  Scientific  and  Technological  Co-operation  took  place 
between  representatives  of  the  State  and  representatives  of  the  Government  of 
Iraq.  In  advance  of  the  said  joint  session  the  First  Named  Defendant  procured 
from  the  Plaintiff  and  other  companies  in  the  Group  of  which  the  Plaintiff  forms 
part,  agreement  that  the  Irish  Delegation  at  the  said  Joint  Commission  might 
propose  the  establishment  by  the  said  Group  of  a  joint  venture  for  the  construc- 
tion of  a  modern  beef-processing  plant  in  Iraq  and  upon  the  basis  that  the  Plaint- 
iffs said  Group  would  invest  one  half  of  the  foreign  currency  portion  of  the 
costs  of  such  plant  and  contribute  to  the  management  thereof  and  the  technical 
training  of  personnel.  In  conjunction  with  the  said  proposal  and  as  part  of  the 
arrangements  proposed  on  behalf  of  the  State  at  the  said  session  of  the  Joint 
Commission,  the  Irish  Delegation  on  behalf  of  the  First  Named  Defendant 
undertook  to  increase  further  the  aggregate  value  of  the  Export  Credit  Insur- 
ance available  for  Irish  exports  to  Iraq  "by  a  significant  and  substantial  amount". 

7.2  In  consideration  of  the  commitments  undertaken  by  the  Plaintiff  and  other  com- 
panies in  its  Group  towards  the  proposals  put  forward  at  the  said  session  of  the 
Joint  Commission,  the  First  Named  Defendant  undertook  and  promised  to  the 
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Plaintiff  that  further  Export  Credit  Insurance  would  be  made  available  through 
the  Second-Named  Defendant  to  cover  additional  beef  export  contracts  to  Iraq 
to  a  total  value  of  IR£80  million. 

7.3  Having  procured  promises  and  commitments  from  the  Plaintiff  as  aforesaid  and 
having  induced  the  Plaintiff  to  organise  and  conduct  its  business  arrangements 
on  the  basis  that  further  substantial  export  credit  guarantees  cover  would  be 
made  available  to  the  Plaintiff  the  first  named  Defendant  has  caused  the  Plaintiff 
extensive  loss  and  damage  by:— 

(a)  breaking  the  said  promise  of  further  insurance  cover; 

(b)  negligently  and  falsely  publishing  statements  to  the  effect  that  the  Plaintiff 
was  in  breach  of  the  terms  of  its  export  guarantee  contracts  and  that  the 
Plaintiff  had  misused  or  abused  the  said  guarantee  arrangements 

(c)  by  unnecessarily  announcing  in  public  an  intention  to  attempt  to  repudiate 
contracts  concluded  on  behalf  of  the  State  by  the  second  named  Defendant 
jeopardized  the  ability  of  the  Plaintiff  to  obtain  payment  of  sums  due  from 
the  said  Iraqi  purchasers 

(d)  obstructing  the  Plaintiff  in  the  conduct  of  its  business  by  damaging  its  ability 
to  attract  and  procure  further  valuable  contracts  in  Iraq. 

(e)  procuring  the  reduction  of  or  the  withdrawal  from  the  Plaintiff  of  the  trading 
credit  and  bank  support  otherwise  available  to  it 

8.  By  reason  of  the  matters  aforesaid  the  Plaintiff  has  incurred  loss  and  damage 
and  is  at  risk  of  incurring  further  loss  and  damage  in  the  event  of  payments  due 
under  the  said  contracts  being  defaulted  upon  by  purchasers  in  Iraq. 

THE  PLAINTIFF  CLAIMS:— 

1.  A  declaration  that  the  Second-Named  Defendant  (on  behalf  of  the  First  Named 
Defendant)  is  bound  to  indemnify  the  Plaintiff  in  respect  of  losses  incurred  by  the 
Plaintiff  as  a  result  of  non-payment  of  sums  due  and  owing  to  the  Plaintiff  by 
purchasers  of  consignments  of  beef  under  a  series  of  contracts  the  due  performance 
of  which  was  insured  under  a  policy  of  Export  Credit  Insurance  issued  by  the 
Second  Named  Defendant  on  the  18th  day  of  February  1988  under  the  serial  No. 
EC  2436; 

2.  A  declaration  that  the  Second  Named  Defendant  (on  behalf  of  the  First  Named 
Defendant)  has  undertaken  the  Export  Credit  Insurance  risk  in  respect  of  the 
contracts  for  the  export  and  sale  of  beef  described  in  paragraph  6.3  above; 

3.  A  mandatory  injunction  directing  the  Second-Named  Defendant  to  issue  to  the 
Plaintiff  the  policy  document  in  respect  of  the  insurance  aforesaid; 

4.  Damages  for  breach  of  contract  and  negligence. 

5.  Further  and  other  relief 


6.  Costs 
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IAN  FINLAY  B.L. 
JOHN  COOKE  S.C. 

To/ 

THE  CHIEF  STATE  SOLICITOR 
Dublin  Castle 
DUBLIN  2" 

While  the  Tribunal  is  not  concerned  with  the  merits  of  the  Plaintiffs  claim  in  these  pro- 
ceedings, which  will  be  determined  in  the  first  instance  by  the  High  Court,  the  amount 
of  the  claim  and  the  potential  liability  of  the  State  is  relevant  to  the  issues  before  the 
Tribunal. 

As  will  be  seen  from  the  Statement  of  Claims,  there  are  three  separate  items  of  claim  viz 

(i)  A  claim  in  respect  of  the  loss  sustained  by  the  Plaintiff  as  a  result  of  the  voidance 
of  the  Policy  of  Insurance  (No  EC  2436)  by  the  Minister  for  Industry  and  Com- 
merce in  or  about  the  11th  day  of  October  1989,  which  loss  is  now  stated  to  be 
£23,368.603.00, 

(ii)  A  claim,  under  the  heading  "Further  Claims"  relating  to  the  alleged  promise 
made  by  the  Minister  for  Industry  and  Commerce  in  October/November  1989  to 
cover  in  respect  of  additional  beef  exports  to  Iraq  to  the  Plaintiff  Company  to  a 
total  value  of  £80m, 

(Hi)  the  other  claim  appears  in  the  statement  of  claim  under  the  heading  "The  Second 
Policy"  and  relates  to  the  failure  by  the  second-named  Defendant  to  issue  a  policy 
in  respect  of  promises  alleged  to  have  been  made  by  and  on  behalf  of  the  Minster 
for  Industry  and  Commerce  in  the  month  of  November  1987. 

It  is  not  clear  from  the  Statement  of  Claims  or  the  particulars  given  whether  this  particular 
aspect  of  the  claim  is  limited  to  the  $30m  cover  agreed  to  be  given  by  the  Minister  for 
Industry  and  Commerce  on  the  13th  day  of  November  1987  or  whether  it  is  a  claim  for 
70%  cover  of  the  contracts  valued  at  £76,501,835.00  referred  to  in  paragraph  6.4  of  the 
Statement  of  Claims. 

Independent  of  the  question  of  General  Damages,  which  may  be  proved  in  the  proceed- 
ings, the  Plaintiffs'  pecuniary  loss  claimed  is  either  £115,262,332  if  the  claim  under  the 
alleged  "Second  Policy"  relates  to  the  $30m  offer  of  cover  or  £159,113,616  if  the  claim 
under  this  heading  relates  to  70%  cover  of  contracts  valued  at  £76,501,835. 

In  either  case,  it  is  a  very  substantial  claim  and  that  is  the  only  matter  for  determination 
by  this  Tribunal. 

The  Tribunal  has  during  the  course  of  this  Report  attempted  to  place  in  sequence  the 
evidence  both  oral  and  documentary  with  regard  to  the  operation  and  administration  of 
the  Export  Credit  Insurance  Scheme  during  the  relevant  periods  and  fully  appreciates  that 
not  all  the  evidence  and  documents  are  included  within  this  Report. 
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It  has  however  sought  to  detail  within  the  confines  of  this  Report  all  the  relevant  oral  and 
documentary  evidence  to  illustrate  the  manner  in  which  the  system  was  operated,  the 
decisions  made  in  relation  thereto  and  the  reasons  for  such  decision. 

The  Tribunal  appreciates  that  there  is  a  considerable  amount  of  repetition  in  the  various 
memoranda  dealt  with  in  this  Report  but  considered  it  appropriate  that  they  should  be 
printed  in  full  rather  than  have  edited  extracts  therefrom  printed  in  this  Report. 

The  abuses  of  the  Export  Credit  Insurance  Scheme  alleged  by  Deputies  O'Malley,  Spring 
and  Rabbitte  were  summarised  by  the  Tribunal  and  set  forth  elsewhere  in  this  Report  and 
the  issues  raised  thereby  are: 

1.  (i)  whether  the  decision  made  in  1987  to  reinstate  Export  Credit  Insurance  was 

taken  against  the  best  professional  advice  and  if  so,  was  the  decision  made  for 
improper  reasons  or  motives. 

(ii)  whether  the  decision  made  in  September  1987  to  increase  the  ceiling  to  £150m 
was  made  against  the  best  professional  advice  and  if  so,  was  the  decision  made 
for  improper  reasons  or  motives. 

(iii)  whether  the  decision  made  in  November  1988  to  increase  the  ceiling  to  £250m 
was  made  against  the  best  professional  advice  and  if  so,  was  the  decision  made 
for  improper  reasons  or  motives. 

2.  (i)  whether  conscious  decisions  were  taken  to  give  one  conglomerate  (Goodman) 

more  than  80%  of  the  available  cover  for  beef  exports  to  Iraq  and  if  so,  did 
the  grant  of  such  cover  disadvantage  rivals  and  exporters  in  other  products 
and  if  so,  was  the  decision  made  for  such  purpose  or  for  any  other  reason? 

(ii)  whether  the  granting  of  E.C.I,  was  a  political  decision  and  depended  on 
whether  "you  were  a  member  of  the  club." 

(iii)  whether  Mr  Goodman  intervened  with  the  then  Taoiseach  Charles  J  Haughey 
who  then  caused  the  Minister  for  Industry  and  Commerce  to  cancel  the  alloca- 
tion of  Export  Credit  Insurance  to  Halal 

3.  (i)  whether,  in  1987  and  1988  between  one-fifth  and  one  third  of  all  Export  Credit 

Insurance  was  given  in  respect  of  beef  exports  to  Iraq  and  whether  80% 
thereof  was  given  to  the  Goodman  organisation  and  if  so  whether  such  provi- 
sion amounted  to  an  abuse  of  the  scheme. 

(ii)  whether  the  allocation  of  such  insurance  cover  to  two  companies  viz  AIBP 
and  Hibernia  Meats  Limited  was  an  act  of  blatant  favouritism. 

whether  such  allocation  had  the  effect  of  strengthening  further  the  already 
strong  position  of  Goodman  as  the  dominant  group  within  the  beef  processing 
and  allied  trades  contrary  to  the  interests  of  farmers  and  employees  and  of 
exporters  in  other  business  sectors. 

whether  such  allocations  were  made  because  Goodman  was  extremely  person- 
ally close  to  members  of  the  Government. 

whether  Export  Credit  Insurance  cover  was  provided  by  the  State  in  respect 
of  the  sale  of  beef  to  Iraq  in  1987  and  1988  in  excess  of  the  amount  actually 
exported. 


(iii) 

(iv) 
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(ii)  if  so,  was  such  provision  in  breach  of  the  terms  of  the  Export  Credit  Insurance 
Scheme  and  did  such  provision  constitute  a  substantial  abuse  amounting  to  a 
fraud  on  the  taxpayer. 

(iii)  whether  the  scale  of  such  alleged  abuse  and  the  potential  liability  of  the  State 
was  unprecedented. 

5.  Whether  very  large  quantities  of  non-Irish  beef  were  included  in  shipments  of  beef 
to  Iraq  made  by  AIBP  such  shipments  purporting  to  be  covered  by  export  insur- 
ance policies  which  were  subject  to  the  provision  that  the  meat,  the  subject  of  the 
policy,  would  be  the  produce  of  the  Republic  of  Ireland. 

With  regard  to  the  issues  at  (4)  and  (5)  above,  the  Tribunal  is  satisfied  that: 

(i)  Very  large  quantities  of  beef,  not  sourced  or  produced  within  the  State  were 
included  in  shipments  of  beef  to  Iraq  by  AIBPI  and  Hibernia  Meats  Ltd  during 
1987  and  1988  :  18,938  tonnes  representing  38%  of  total  tonnage  by  AIBPI  and 
2680  tonnes  representing  18%  of  total  tonnage  declared  for  insurance  by  Hibernia 
(Daintean). 

(ii)  Such  beef  was  included  in  shipments  purporting  to  be  covered  by  Export  Credit 
Insurance  policies. 

(iii)  Such  inclusion  was  contrary  to  the  express  terms  of  the  Declarations  made  by 
AIBP  and  Hibernia  Meats  Ltd  (Dantean) 

(iv)  Such  inclusion  constituted  a  substantial  abuse  of  the  express  terms  of  the  Scheme 
and  the  policies  issued  in  pursuance  thereof. 

(v)  Such  abuse  would  not  have  led  to  a  fraud  on  the  taxpayer  because  of  the  insistence 
by  the  Minister  for  Industry  and  Commerce  and  his  agent  the  Insurance  Corpora- 
tion of  Ireland  that  proof  of  the  origin  of  the  beef  to  be  exported  be  retained  and 
such  proof  would  have  to  be  produced  to  the  Insurance  Corporation  of  Ireland 
before  any  claims  on  foot  of  the  said  policies  would  be  paid.  Such  abuse  however 
had  the  effect  of  tying  up  and  rendering  unavailable  for  allocation  to  other  com- 
panies substantial  amounts  of  Export  Credit  Insurance  Cover,  which  would  other- 
wise have  been  available  for  allocation. 

(vi)  Such  abuse  was  substantial  and  if  AIBP  are  successful  in  the  proceedings  herein- 
before referred  to  the  potential  liability  of  the  State  is  very  substantial.  Such  abuse 
and  such  potential  liability  may  not  be  unprecedented  but  it  certainly  is  not  a 
regular  occurrence. 

With  regard  to  the  issues  raised  in  the  specific  allegations  made  with  regard  to  the  manage- 
ment of  the  Export  Credit  Insurance  Scheme,  it  is  clearly  established  that  the  decisions 
made  by  the  Minister  for  Industry  &  Commerce: 

(1)  In  April  1987  to  remove  the  suspension  placed  by  the  previous  Minister  for  Indus- 
try &  Commerce  on  the  allocation  of  cover  in  respect  of  expoib  to  Iraq, 

(2)  In  September  1987  to  secure  the  Government's  approval  to  increase  the  ceiling 
for  insured  exports  to  Iraq  to  £150m,  and 
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(3)  In  October  1988  to  seek  to  secure  the  Government's  approval  to  increase  the 
ceiling  for  such  exports  to  £270m,  and 

(4)  To  secure  the  approval  of  the  Minister  for  Finance  in  November  1988  to  an 
increase  of  £100m 

were  made  against  the  advice  made  available  to  him  by  the  Insurance  Corporation  of  Ireland, 
the  Department  of  Industry  &  Commerce  and  the  Department  of  Finance  and  in  each 
specific  case  were  made  as  a  result  of  an  application  for  cover  made  on  behalf  of  AIBP. 

This  advice  was  mainly  based  on  commercial  considerations  and  the  nature  and  persistence 
of  such  advice  has  been  illustrated  in  the  evidence  and  documentation  referred  to  herein. 

The  Taoiseach  Albert  Reynolds  TD  who  was  at  the  relevant  times,  Minister  for  Industry  & 
Commerce,  freely  acknowledged  in  the  course  of  his  evidence  that  such  advice  was  avail- 
able to  him  and  disregarded  by  him  on  the  basis  that  the  criteria  involved  in  No.  2  account 
business,  as  all  these  transactions  were,  was  whether  cover  should  be  granted  in  the 
national  interest  and  not  solely  on  a  commercial  basis. 

As  illustrated  herein  50%  of  the  entire  amount  available  for  Export  Credit  Insurance 
worldwide  and  in  respect  of  all  manufactured  goods  and  services  was  between  1987  and 
1988  allocated  to  exports  to  Iraq  and  of  this  allocation,  75%  was  allocated  in  respect  of 
beef  to  Iraq,  representing  37.5%  of  the  entire  amount  available  for  all  exports  worldwide. 
Of  this  allocation  75.52%  went  to  AIBP  and  24.38%  to  Hibernia  Meats. 

These  facts  are  clearly  established  and  it  is  alleged  that  such  allocations 

(1)  were  made  for  political  reasons  and  because  Goodman  was  extremely  personally 
close  to  members  of  the  Government. 

(2)  constituted  acts  of  blatant  favouritism. 

(3)  disadvantaged  rivals  and  exporters  of  other  products. 

(4)  strengthened  the  position  of  the  Goodman  group  within  the  beef  processing  and 
allied  trades  contrary  to  the  interests  of  farmers  and  employees  and  of  exporters 
in  other  business  sectors. 

The  determination  of  where  the  "national  interest"  lay  was  a  matter  for  decision  by  the 
Minister  for  Industry  &  Commerce. 

On  the  17th  day  of  June  1983,  the  Government  of  the  day  had  decided  that  the  allocation 
of  Export  Credit  Insurance  in  respect  of  exports  to  Iraq  would  no  longer  be  made  by  the 
Insurance  Corporation  of  Ireland  on  a  purely  commercial  basis  but  in  the  case  of  all  cover 
in  excess  of  £250,000  would  be  made  as  a  result  of  a  decision  by  the  Minister  for  Trade, 
Industry  and  Tourism  (subsequently  the  Minister  for  Industry  and  Commerce)  in  the 
national  interest. 

Subsequent  to  that  date,  all  allocations  of  cover  in  respect  of  exports  to  Iraq  in  excess  of 
*250,000  and  the  terms  and  conditions  of  cover  were  made  by  the  Minister  for  Industry 
and  Commerce  in  "the  national  interest". 
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Such  determination  was  the  basis  of  the  allocation  of  cover  under  the  No.  2  account,  from 
which  alt  allocations  of  cover  in  respect  of  exports  to  Iraq  were  made. 

Dealing  with  this  question  the  Taoiseach  and  Minister  for  Industry  and  Commerce  at  the 
time  said  in  evidence: 

"I  want  to  make  clear  here,  there  are  two  separate  accounts,  the  No.  1  Account  is 
commercially  managed  by  ICI  and  the  Department  and  the  second  is  the  No.  2 
Account  to  which  no  commercial  criterion  is  applied,  where  it  is  the  State  that  has  to 
be  covered,  where  it  is  the  decision  of  the  Minister  for  Industry  &  Commerce  to 
decide  that  and  I  have  already  said  that  I  took  that  decision.  I  don't  need  Government 
or  anybody  else's  approval.  I  can  go  in  and  appraise  it  and  keep  them  in  contact  but 
it  is  my  responsibility  and  I  take  the  decision  and  the  bucks  stops  here." 

Though  the  matter  was  purely  a  matter  for  him  he  explained  in  the  course  of  his  evidence 
to  the  Tribunal  the  context  within  which  he  made  the  decision  to  restore  Export  Credit 
for  Iraq  and  the  reasons  for  such  decision.  He  stated  that:— 

"The  industrial  policy,  for  which  I  was  responsible,  was  to  develop  the  maximum 
number  of  sustainable  jobs  in  manufacturing  industry  and  in  international  trade  and 
services  and,  in  short,  this  meant  a  policy  of  export  led  growth  and  import  substitution 
and  this  required  the  maximisation  of  added  value  in  manufacturing  industry  while 
retaining  as  much  wealth  as  possible  for  further  creating  job  development  and  the 
achievement  of  those  objectives  required  concerted  action  surplus  arrange  at  Govern- 
ment Departments  and  involving  all  the  economic  ministries.11 

"£545  million  was  spent  on  encouraging  and  promoting  industrial  investment  and 
development  during  that  period.  This  money  was  actually  spent  in  addition  to  a  fur- 
ther £700  million  on  producing  infrastructure." 

"The  Agri-food  sector  was  arguably  the  most  important  economic  sector  of  all  and 
offered  the  in-coming  Government  excellent  opportunities  for  growth  and  develop- 
ment. This  sector  of  the  economy  generated  £266,800m  of  exports  in  1986  and  because 
of  its  highly  indigenous  nature  and  because  it  has  a  very  low  import  content  and 
negligible  profit  repatriation  out  of  this  country  it  contributed  £2,401  million  to  our 
foreign  currency  earnings  and  this  compares  very  favourably  with  the  rest  of  the 
manufacturing  industry  which  generated  £7.56  billion  in  exports  but  only  contributed 
£3.097  billion  in  foreign  earnings." 

"In  1986  our  total  net  foreign  earnings  from  exports  stood  at  5.49  billion,  44%  of 
which  came  from  Agri-Food  products.  So,  quite  clearly,  from  what  I  am  saying,  the 
Agri-Food  business  is  the  best  contributor  to  foreign  earnings  and  it's  the  best  contrib- 
utor to  wealth  creation  in  this  country." 

"Within  the  Agri-Food  Sector  the  beef  industry  it  offered  great  potential  and  I  think 
that  has  been  recognised  for  a  long  time  back,  it  offered  great  potential.  Just  to  give 
you  an  example.  "There  was  a  growth  in  exports  from  712  million  in  1986  to  790 
million  in  1987  and  beef  alone  out  of  the  Agri-Food  Sector  is  the  most  indigenous  of 
all  our  industries  in  terms  of  economic  status  and  effect  " 

"In  1987,  the  first  of  a  series  of  signals  of  uncertainty  about  the  whole  future  and 
direction  of  the  CAP  support  system.  Intervention  support  had  been  the  solution  until 
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then.  Intervention  support,  I  have  described  on  many  times,  as  a  lazy  man's  market 
but  in  December  1986  a  new  regime  for  beef  had  been  agreed  by  the  Council  of 
Agriculture  Ministers  in  response  to  a  dramatically  increased  cost  to  the  community 
of  the  CAP  Guarantee  supports,  which  then  had  reached  3.482  billion  ECUs  in  1986 
and  the  situation  in  1987  was  made  even  gloomier  by  the  high  level  of  intervention 
stocks  in  Ireland  which  stood  at  125,000  tonnes  in  1986.  So,  starting  into  1987  we  had 
the  uncertainty  of  the  CAP,  the  new  regime  that  was  brought  in  in  relation  to  inter- 
vention stocks,  we  had  a  depression  in  the  cattle  trade  and,  1  think  it  has  been  said 
by  the  Agricultural  Commissioner  here  last  week,  that  if  the  cattle  prices  are  down 
then  every  village  and  town  in  the  country,  and  every  part  of  this  country,  suffers  as 
well." 

'The  establishment  of  plans  and  identification  of  an  Irish  food  product  on  interna- 
tional markets  is  an  expensive  business,  it  takes  a  long  time  to  do.  If  I  may  say  so,  I 
had  personal  experience,  before  I  came  into  Government,  I  know  exactly  what's 
involved  in  international  marketing.  I  know  you  have  to  have  a  consistent  supply  of 
raw  material,  I  know  you  have  to  have  a  consistent  supply  and  a  reliable  supply  to 
your  customer  and  I  have  said  many  times  in  my  business  life  when  asked  what  is  the 
recipe  for  success  in  business  and  I  have  related  it  and  with  your  permission  Chair- 
man, I  could  say  it  here  again  today.  "Look  after  your  customers,  look  after  your 
workers  and  the  profits  will  look  after  themselves", 

"It  must  be  realised  that  these  problems  were  extremely  complex  and  were  further 
aggravated  by  the  uncertainty  about  the  direction  of  CAP.  High  intervention  stocks, 
at  that  stage,  were  the  order  of  the  day  and  were  over  hanging  the  market  and  indeed 
they  were  limited  third  country  market  opportunities  and  by  that  I  mean  third  coun- 
tries, countries  outside  the  EC,  markets  for  commodities  to  off-load  the  glut  of  the 
Irish  market  at  the  end  of  the  year,  it  was  important  to  keep  them  in  place  and  to 
keep  them  supplied  so  that  we  would  have  an  outlet  for  our  glut  of  cattle  and  beef 
at  the  end  of  the  year." 

"In  1987,  the  immediate  problem  remained  one  of  stimulating  commodities  sales  and 
thus  relieving  pressure  on  intervention  with  immediate  positive  consequence  for  trade 
confidence  and  prices  in  the  market.  First  of  all,  put  back  the  confidence  into  the 
supplier,  into  the  people  that  were  producing  and  keep  them  in  the  beef  producing 
business.  Export  Credit  Insurance  was  one  of  a  range  of  instruments  available  to  the 
Government  to  support  the  industry  and  export  activity." 

"Its  use,  in  the  case  of  the  beef  industry,  in  1987  and  1988  must  be  viewed  in  the 
context  of  the  overall  £2,400  million  that  was  actually  spent.  £2,400  million  actually 
spent  in  Agriculture  during  that  period.  It  gives  you  some  idea,  because  otherwise 
you  would  have  a  catastrophic  result  for  Irish  farmers  and  it  had  to  be  tackled  and 
tackled  urgently,  and  how  was  it  supposed  to  be  done,  and  Export  Credit  Insurance 
was  just  one  of  the  instruments  available  to  the  Government  to  do  it  and,  furthermore, 
it  must  be  understood  that  extending  Export  Credit  Insurance  cover  in  the  case  of 
the  beef  industry  did  not  involve  actual  Government  expenditure." 

"All  decisions  made  by  me  in  relation  to  Export  Credit  Insurance  were  made  in  the 
context  of  commercial  beef  and  the  importance  of  stimulating  exports,  as  I  have 
already  explained  to  this  Tribunal.  Because  of  the  indigenous  nature,  the  impact  of 
additional  exports  would  be  extremely  and  very  significant.  Export  sales  of  beef  have 
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a  major  effect  on  foreign  exchange  earnings,  as  I  have  already  said,  on  farm  incomes 
and  employment  within  the  processing  industry.  There  are  also  significant  spill-overs 
into  other  industries,  such  as  sales  to  farm  machinery,  sales  to  suppliers,  transport 
people,  all  of  the  people  that  are  directly  and  indirectly  involved  in  the  food  industry 
and  such  sales  and  the  combination  of  such  sales  have  a  very  substantial  multiplier 
effect  on  the  Irish  industry  as  a  whole." 

As  appears  from  this  portion  of  the  Taoiseach,  Mr  Reynolds'  evidence,  all  decisions  made 
by  him  in  relation  to  Export  Credit  Insurance 

"were  made  by  him  in  the  context  of  commercial  beef  and  the  importance  of  stimulat- 
ing exports." 

He  stated  that  what  he  meant  by  commercial  beef  was; 

"beef  that  is  bought  or  cattle  that  is  bought  from  farmers  and  killed  within,  I  think, 
90  to  100  days  for  Halal  purposes  if  you  were  exporting  that  beef  to  Iraq." 

The  Taoiseach  Mr  Reynolds  was  clearly  of  the  view  that  the  national  interest  required 
that  support,  including  Export  Credit  Insurance  should  be  available  and  given  to  the 
export  of  "commercial  beef',  which  would  provide  a  much  needed  boost  to  the  economy 
and  that  the  provisions  of  such  support  was  in  accordance  with  Government  policy  as 
outlined  by  him. 

In  this  context,  it  is  relevant  to  refer  to  the  letter  dated  the  27th  February  1987  written  by 
Mr  Brian  Britton  of  AIBPI  to  Mr  Donlon,  the  Secretary  to  the  Department  of  Industry 
and  Commerce  and  dealing  with  "Trade  with  Iraq",  wherein  he  had  stated: 

"All  the  product  being  supplied  is  being  processed  and  prepared  in  our  own  Group 
Factories,  giving  substantial  employment  in  this  country." 

At  no  stage  was  it  ever  disclosed  to  the  Minister  for  Industry  and  Commerce  or  the 
officials  of  his  Department  that  the  position  was  other  than  set  forth  in  the  said  letter  — 
it  was  never  disclosed  that  38%  of  the  product  being  supplied  would  be  sourced  from 
outside  the  State  and  that  of  the  tonnage  of  beef  exported  by  AIBPI  to  Iraq  during  1987 
and  1988,  84%  were  purchased  from  the  Intervention  Stock  held  by  the  Irish  Intervention 
Agency,  a  considerable  portion  of  which  was  not  prepared  and  processed  in  Goodman 
Group  factories. 

Though  the  Departmental  advice,  as  outlined  herein  was  that  Export  Credit  Insurance 
should  not  be  restored  in  respect  of  beef  exports  to  Iraq  in  April  1987,  he  stated  in 
evidence  that 

"That  was  the  advice  in  that  particular  document  to  me,  was  that  none  should  be 
restored  for  the  present.  That  was  the  advice  given  to  me  in  that  document  by  the 
Department  of  Industry  &  Commerce.  Of  course,  in  reaching  my  decision,  I  take  that 
advice  on  board,  but  I  also  take  into  account  my  knowledge  of  the  international 
market  place,  my  knowledge  about  Iraq  and  my  knowledge  as  to  what  is  in  the  best 
national  interests  of  this  country.  That's  what  my  role  and  my  responsibility  is  and  in 
fact  I  made  that  assessment  because  I  had  just  come  back  into  Government  having 
spent  4  years  in  opposition,  having  spent  4  years  developing  my  own  business,  which 
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is  very  allied  to  this  business  that  we  are  talking  about,  and  I  was  very  well  up  with 
what's  happening  in  the  world.'' 

4 4 And  is  the  duty  and  responsibility  of  every  Minister  for  Industry  &  Commerce  to 
acquaint  himself  with  what's  happening  and  stay  up  with  the  reality  so  as  to  what's 
happening  around  the  market  place.  That  I  did  and  I  carried  out  my  own  valuation 
and  that's  what  my  decision  was  also  based  on,  taking  into  account  the  advice  of  the 
civil  servants." 

At  that  time  the  Iraqis  "had  the  benefit  of  the  best  technology  from  the  west,  they 
had  war  relief  funds  totalling  about  30  million  coming  in  from  Saudi  Arabia  and  from 
other  Arab  States  in  the  Gulf  to  ensure  that  Iraq  was  able  to  stand  up  to  the  war.  So, 
there  was  no  question  about  the  war  depleting  their  resources.  Iraq  was  then  and  is 
now  a  very  very  wealthy  state.  They  are  one  of  the  oil  rich  countries  of  the  Middle 
East.  They  have  well  over  a  hundred  years  of  reserves  of  oil  out  there.  So  for  anybody 
to  suggest  that  this  was  a  poor  country,  I  am  sorry,  anyone  who  said  that  would  be 
out  of  touch  with  the  reality  with  what  was  the  position  of  Iraq  or  indeed  what  still 
is  the  position  of  Iraq." 

"We  had  a  good  trading  relationship  with  them  and  there  were  considerable  oppor- 
tunities there  and  it  was  important  that  we  would  not  lose  them  and  that  was  one  of 
the  basic  reasons  why  I  restored  Export  Credit  Insurance  to  Iraq." 

This  decision  made  by  the  Minister  was  to  restore  cover  on  a  limited  basis.  As  stated  by 
him  in  evidence; 

"First  of  all,  I  want  everybody  to  recognise  that  the  existing  ceiling  for  cover  in  Iraq 
at  that  particular  time,  set  by  the  previous  government,  was  70  million.  The  exposure 
as  related  to  me  by  the  Civil  Servants  at  that  time  was  24  million,  not  including  the 
10  million  that  is  normally  allocated  to  the  PARC  Hospital  Project.  I  increased  the 
ceiling  for  Iraq,  in  my  reinstatement  decision  up  to  and  including  PARC,  to  45  million, 
leaving  a  balance  of  30,  25  million  un-allocated,  and  I  allocated  that  on  the  basis  of  6 
million  for  beef  and  5  million  for  smaller  companies.  Remember,  apart  from  beef  and 
the  concentration  at  this  Tribunal,  and  understandably  so  because  that  is  the  term  of 
reference,  the  concentration  is  on  beef  but  also  remember  there  are  quite  a  number 
of  smaller  companies  around  this  country  that  have  built  up  good  business  in  Iraq, 
and  indeed  were  starting  to  put  on  some  bit  of  pressure  to  have  their  case  examined 
too,  and  I  allocated  that  case  as  6  million  for  the  beef  industry  and  5  million  for 
smaller  companies.  And,  in  fact,  in  relation  to  the  beef  industry,  I  might  say  it  was 
allocated  on  a  basis  of  one  third  of  the  rest  to  be  taken  up  by  the  company  itself,  a 
third  by  their  bankers  and  a  third  by  the  State.  I  might  say  that  was  the  most  restrict- 
ive cover  on  Export  Credit  ever  introduced  in  this  country,  and  that  was  my  original 
decision  and  my  decision  to  reinstate  export  credit  cover." 

He  further  stated  in  evidence  that:— 

"It  was  quite  clear  at  that  stage  that  in  relation  to  the  6  million  cover  I  restored  on  the 
beef  cover,  I  restored  it  to  AIBP.  Their  payment  and  track  record  was  unblemished  at 
that  stage  except  for  an  outstanding  £300,000.  They  had  already  got  in  £4m  for  pay- 
ment towards  AIBP,  so  that  left  them  £300,000  outstanding  and  I  was  told  by  the 
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Department  that  Mr  Britton  had  taken  full  responsibility  for  that  £300,000  —  which 
meant  that  they  had  a  clean  sheet". 

No  Export  Credit  Insurance  for  the  export  of  beef  to  Iraq  was  taken  up  by  AIBP  or  any 
beef  exporter  on  foot  of  this  decision  but  by  letter  dated  the  31st  day  of  August  1987 
Goodman  International  sought  100%  cover  in  respect  of  a  contract  valued  at  $134,500,000. 
This  application  was  in  respect  of  a  contract  signed  by  AIBPI  on  the  2nd  day  of  July  1987. 

The  Taoiseach  Mr  Reynolds  stated  in  evidence  that; 

"The  size  of  the  contract  was  so  economically  significant  for  the  Irish  Beef  industry 
and  it  would  develop  the  industry  along  the  lines  that  we  wanted" 

In  a  note  prepared  at  the  time  by  Mr  CVMahony  of  the  Export  Credit  Section  of  the 
Department  of  Industry  and  Commerce  for  the  Minister's  information,  Mr  O'Mahony, 
having  outlined  the  position  with  regard  to  "Export  Credit  Insurance  for  Iraq"  stated 
"The  Export  Credit  Section's  view  is  that  no  further  cover  should  be  provided  for  Iraqi 
business" 

Having  decided  in  April  1987  that  "the  national  interest"  required  that  Export  Credit 
Insurance  be  re-introduced  in  respect  of  exports  to  Iraq,  but  that  the  ceiling  in  respect 
thereof  should  be  limited  to  £45m.  and  that  the  amount  of  cover  to  be  given  to  AIBPI  in 
respect  of  beef  exports  would  be  restricted  to  one-third  of  the  value  of  the  contract  negoti- 
ated by  them  and  within  the  limit  stated  by  him,  viz  £6m  the  Minister  for  Industry  decided 
on  the  31st  day  of  August  1987  to  seek  Government  approval  for  the  increase  in  the 
ceiling  for  exports  to  Iraq  to  £150m.  and  to  radically  alter  the  position  adopted  by  him  in 
April  1987  and  this  alteration  was  due  to  the  application  made  by  Goodman  International 
(AIBPI)  for  Export  Credit  Insurance  on  the  $134 .5m.  contract. 

On  the  23rd  day  of  August  1987,  while  in  hospital,  the  Minister  had  been  shown  a  sum- 
mary of  the  position  with  regard  to  the  allocation  of  Export  Credit  Insurance  to  Iraq  and 
the  then  existing  potential  State  exposure  of  £34.74m.  in  respect  thereof  when  the 
approved  ceiling  for  such  exposure  was  £35m.  (exclusive  of  the  £10m.  allocated  to  PARC 
Hospital)  and  which  summary  contained  the  recommendation  that  no  further  cover  should 
be  provided  for  Iraq. 

On  the  31st  day  of  August  1987,  the  Minister  for  Industry  and  Commerce,  Mr  Reynolds 
informed  his  acting  Private  Secretary,  Mr  McBride,  that  Anglo  Irish  Meats  (AIBPI)  would 
be  making  a  submission  for  consideration  by  the  Department  and  that  he  would  make  a 
decision  following  an  examination  of  the  Anglo  Irish  Meat  proposals.  He  indicated  that 
the  AIBPI  proposal  would  require  Government  approval  and  he  wanted  a  memo  for  the 
Government  meeting  to  be  held  on  the  2nd  day  of  September  1987,  where  the  matter 
would  be  dealt  with  by  the  Taoiseach,  Mr  Charles  J.  Haughey,  TD. 

The  AIBPI  proposal  was  contained  in  the  letter  dated  the  31st  August  1987  and  received 
in  the  Department  on  the  1st  September.  An  Aide  Memoire  was  prepared  and  submitted 
but  was  returned  because  it  had  not  sought  any  particular  decision. 


209 


The  AIBPI  proposal  had  sought  100%  Export  Credit  Insurance  cover  for  the  supply  of 
beef  to  Iraq  with  a  total  value  of  $134.5m. 

Though,  as  stated  by  Mr  Reynolds, 4  the  size  of  the  contract  was  so  economically  signific- 
ant for  the  beef  industry"  and  was  the  largest  ever  negotiated  in  respect  of  the  export  of 
beef,  and  Mr  Reynolds  was  aware  of  the  fact  that  the  application  was  going  to  be  made 
prior  to  the  receipt  of  the  application  in  the  Department  of  Industry  and  Commerce,  no 
satisfactory  evidence  was  available  to  the  Tribunal  to  establish  the  circumstances  in  which 
the  Minister  for  Industry  and  Commerce  was  informed  of  the  application  prior  to  its 
receipt  in  the  Department  or  of  the  necessity  to  have  it  dealt  with  at  such  speed,  or  why 
it  was  necessary  to  have  the  matter  dealt  with  with  such  a  degree  of  urgency  that  the 
Department  of  Finance  and  the  Department  of  Agriculture  and  Food  did  not  have  an 
opportunity  to  express  their  observations  on  the  matter  in  the  Memorandum  for 
Government. 

Neither,  the  Minister  for  Industry  and  Commerce,  Mr  Reynolds,  the  Taoiseach,  Charles 
J.  Haughey,  who  was  to  deal  with  the  matter  in  Cabinet,  Mr  Goodman,  nor  Mr  Britton 
have  any  recollection  of  who  informed  Mr  Reynolds  that  the  application  would  be  made. 

While  the  size  of  the  contract  would  have  had  significant  benefit  for  the  economy  and,  in 
particular,  the  agricultural  economy,  if,  as  the  Minister  for  Industry  and  Commerce 
believed,  "commercial  beef  were  to  be  exported  in  pursuance  thereof,  the  grant  of 
Export  Credit  Insurance  cover  in  the  amount  sought  could  have  had  serious  consequences 
for  the  Exchequer  if  the  Iraqi  authorities  made  default  in  payment,  of  which  risk  the 
Minister  for  Industry  and  Commerce  had  been  advised  and  was  aware. 

The  risk  was  referred  to  in  the  document  which  had  been  prepared  by  Mr  Quigley  of  the 
Department  of  Finance  for  the  advice  of  the  Minister  for  Finance  prior  to  the  meeting  of 
the  Government  on  the  8th  day  of  September,  1987  but  not  included  in  the  Memorandum 
for  Government  which  had  not  been  received  in  the  Department  of  Finance  until  the 
afternoon  of  the  7th  of  September,  1987. 

The  recommendations  made  by  his  officials  to  the  Minister  for  Finance  were  as  follows:— 

2.  "This  Department  recommends  strongly  that  you  oppose  the  Minister  for  Industry 
and  Commerce's  proposals,  for  the  following  reasons:— 

3.  the  present  "official"  ceiling  for  cover  for  Iraq  is  £70m.  This  limit  was  decided 
upon  by  the  Government  in  February  1986  and  represented  a  major  increase  from 
the  previous  limit  of  £35m.  However,  the  extent  of  cover  has  never  remotely 
reached  the  £70  m  "official'1  limit,  as  in  the  spring  of  1986,  the  Iraqis  started  to 
default  in  their  payments.  Effective  cover  even  now  amounts  to  only  £25m.  In 
effect,  what  the  Minister  for  Industry  and  Commerce  is  seeking  is  an  increase  in 
cover  from  £25m  to  £150m. 

4.  Even  in  normal  circumstances,  such  an  increase  would  be  fraught  with  risk,  as  it 
would  greatly  increase  the  exposure  of  the  Scheme  and  hence  the  Exchequer.  In 
the  present  case,  the  risk  is  even  greater.  A  very  high  proportion  of  the  increased 
cover  would  relate  to  Iraq.  As  recent  events  in  the  Persian  Gulf  have  illustrated, 
the  Iraqi  situation  is  extremely  volatile.  The  Iraqis  have  to  date,  been  erratic  in 
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fulfilling  their  obligations.  A  deterioration  in  the  country's  military  and  economic 
position  could  lead  to  its  defaulting  on  its  foreign  debts.  If  this  were  to  happen 
(and  if  the  Minister  for  Industry  and  Commerce's  proposal  to  increase  the  ceiling 
of  cover  to  £150m  had  already  been  accepted),  the  Exchequer  would  be  at  a  loss 
for  a  considerable  sum  possibly  of  the  order  of  £1 20m. 

5.  In  essence  the  Minister  for  Industry  and  Commerce's  proposals  are  too  much  of  a 
gamble  with  the  Exchequer's  resources.  You  should  seek  to  have  the  effective  limit 
of  cover  for  Iraq  confined  to  £45m,  (£20m  above  the  present  level  of  exposure) 
under  the  conditions  as  set  out  in  paragraph  6  of  the  Memorandum.  This  roughly 
represents  the  limit  beyond  which  the  Exchequer  should  not  go. 

6,  The  second  of  the  Minister  for  Industry  and  Commerce's  proposals  —  to  increase 
the  ceiling  for  all  markets  from  £300m  to  £5 00m  —  follows  from  the  first.  If  the 
first  proposal  is  not  accepted  by  the  Government,  there  would  be  no  need  for  the 
second  one." 

These  views  were  not  forwarded  to  the  Minister  for  Industry  and  Commerce  for  inclusion 
in  the  Memorandum  for  Government  because  time  did  not  permit. 

The  Memorandum  for  Government  submitted,  prepared  by  officials  of  the  Department 
of  Industry  and  Commerce  contained  the  arguments  for  and  against  the  granting  of  the 
approval  sought  and  are  contained  in  Paragraph  9  of  the  said  Memorandum  as  follows: — 

"9.  The  question  of  increasing  the  ceiling  for  cover  in  Iraq  must  be  viewed  against 
present  uncertainties  in  the  Gulf  region. 

For 

(a)  While  3  claims  have  been  paid  in  respect  of  default  by  Iraq  the  monies  were 
subsequently  received  within  a  few  months. 

At  present  no  claims  have  been  paid  where  funds  have  not  subsequently  been 
recovered  —  but  see  Paragraph  5  above  about  the  position  between  now  and 
end  year. 

(b)  A  leading  beef  exporter  has  pointed  out  that  the  Iraqi  market  is  a  major  and 
increasing  market  for  Irish  beef,  despite  major  competition  from  Europe  and 
that  the  beef  contracts  generate  substantial  foreign  earnings  by  both  Irish 
companies  and  the  country. 

(c)  Premium  income  at  4%  of  contract  values  approximates  £5.5m.  representing 
over  70%  of  the  cumulative  deficit  under  the  scheme  as  at  31/12/86. 

Against 

(a)  The  recent  escalation  ot  hostilities  in  the  Gulf  must  further  drain  already 
strained  Iraqi  resources. 

(b)  Present  applications  plus  existing  commilments  would  mean  that  insurance 
for  Iraq  would  constitute  40%  of  worldwide  exposure. 

(c)  To  provide  cover  under  the  conditions  in  Paragraph  6  would  invariably 
involve  additional  requests  from  companies  who  have  not  approached  us  on 
the  basis  that  they  know  we  aic  effectively  off  cover. 
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(d)  While  it  is  difficult  to  ascertain  precisely  what  other  export  credit  agencies 
are  doing  credit  lines  are  being  reopened  for  the  Iraqi  market  by  many 
OECD  countries  on  the  basis  of  agreements  with  the  Iraqis  to  reschedule 
existing  debts  e.g.  the  UK  agreed  credit  lines  of  Stg  £575m.  up  to  y.e.  1987 
are  being  renegotiated  at  present  In  any  event  most  OECD  credit  agencies 
operate  an  extremely  restrictive  cover  policy  or  in  some  cases  are  totally  off 
cover. 

(e)  If  we  were  to  substantially  increase  our  credit  line  to  Iraq  and  if  their  financial 
situation  deteriorated  further,  we  could  be  asked  by  the  Iraqis  to  reschedule 
involving  payment  of  claims  to  exporters,  a  moratorium  on  rescheduling 
repayments  and  payments  spread  over  a  number  of  years." 

On  the  8th  day  of  September  1987  the  Government  decided:— 

"1.  that  the  ceiling  for  insured  exports  to  Iraq  should  be  raised  from  £70,000,000  to 
£150,000,000  and 

2.  that  the  question  of  increasing  the  ceiling  for  export  credit  insurance  generally 
might  be  considered  further  at  a  later  date,  as  and  when  the  need  arises;" 

Consequently,  while  the  ceiling  for  insured  products  to  Iraq  had  been  increased  to  £150m, 
the  ceiling  for  Export  Credit  Insurance  generally  remained  at  £300m.  This  meant  that,  if 
the  cover  actually  allocated  to  Iraq  was  granted,  the  amount  available  for  cover  in  respect 
of  goods  exported  to  destinations  other  than  Iraq  was  reduced  from  £230m.  to  £150m. 

The  Minister  for  Industry  and  Commerce  had  sought  the  approval  of  the  Government  to 
raise  "the  ceiling  for  insured  exports  to  Iraq  from  the  previous  Government  approved 
ceiling  of  £70m  —  to  —  £150m  —  the  conditions  of  cover  to  be  those  as  set  out  in 
Paragraph  6"  which  were; 

"(a)  70%  cover  maximum  on  any  contract; 

(b)  a  maximum  credit  period  of  one  year; 

(c)  a  claims  waiting  period  of  12  months  as  opposed  to  the  normal  6; 

(d)  a  minimum  premium  rate  of  4%  of  full  contract  value  as  opposed  to  the  usual 
.04%  for  good  risk  countries  generally." 

The  cover  as  granted  to  AIBPI  was  in  significantly  better  terms  viz  80%  cover  in  lieu  of 
the  "70%  maximum  cover  :  a  claims  waiting  period  of  6  months  in  lieu  of  12  months  and 
a  premium  of  1%  in  lieu  of  a  minimum  premium  rate  of  4%  of  full  contract  value  and  a 
further  2%  in  the  event  of  a  claim." 

The  same  terms  were  subsequently  offered  to  Hibernia  Meals  Liu,  Ma&ici  Mcai  Packers 
Ltd  and  Hatal. 

As  stated  these  terms  were  significantly  better  than  those  that  had  been  offered  to  non- 
beef  exporters  pursuant  to  the  decision  made  to  re-introduce  cover  in  respect  of  exports 
*°  haq,  "the  take  up  of  which  was  very  slow,  partly  due  to  the  stringent  conditions  and 
partly  due  to  not  finalising  contracts",  and  the  conditions  referred  to  in  the  Memorandum 
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for  Government  significantly  better  than  those  envisaged  and  offered  by  the  Minister  for 
Industry  and  Commerce  when  he  decided  to  reintroduce  the  scheme  in  April  1987  viz 
one-third  cover  on  the  amount  of  the  Contract. 

Though  the  advice  remained  the  same  and  the  situation  in  Iraq  remained  unaltered,  the 
policy  of  restrictive  cover  as  outlined  by  the  Taoiseach  Mr  Reynolds,  was  altered.  The 
ceiling  was  raised  to  £150m  and  less  stringent  conditions  were  imposed.  These  conditions 
were  negotiated  between  Mr  O'Reilly,  Assistant  Secretary,  and  Mr  Brian  Britton  of 
AIBPI  and  subsequently  approved  by  the  Minister  for  Industry  and  Commerce. 

The  offers  of  Export  Credit  Insurance  made  subsequent  to  the  increase  in  the  ceiling  to 
£150m,  as  outlined  in  this  report,  had  by  the  27th  November  1987  reached  the  ceiling  and 
no  further  offers  of  cover  could  be  made  because  the  effect  of  such  offers  had  breached 
the  statutory  ceiling  of  f 300m  as  outlined  in  this  Report. 

On  the  8th  day  of  June  1988  at  the  request  of  the  Minister  for  Industry  and  Commerce 
the  Government  approved  the  text  of  The  Insurance  (Export  Guarantees)  Bill  1988  which 
was  enacted  into  law  on  the  5th  day  of  July  1988. 

This  Act  increased  the  statutory  limit  to  £500m. 

On  the  25th  day  of  October  1988  the  Secretary  to  the  Government  wrote  to  the  Depart- 
ment of  Industry  and  Commerce 

"I  am  to  inform  you  that,  at  a  meeting  held  today,  the  Government  decided  that  the 
Minister  for  Industry  &  Commerce  might  agree  with  the  Minister  for  Finance  a  new 
limit  for  export  credit  insurance  for  Iraq  within  the  overall  ceiling  of  £500,000,000  for 
export  credit  insurance  generally  under  the  Insurance  Acts,  1909  to  1988,  in  place  of 
the  existing  limit  of  £150,000,000," 

By  letter  dated  the  23rd  day  of  November  1988  the  Minister  for  Finance  agreed  to  an 
increase  of  £100m  in  the  ceiling  for  Iraq. 

Between  the  13th  April  1987  and  the  24th  November,  1988  the  authorised  ceiling  in 
respect  of  exports  to  Iraq  had  been  increased  from  £70m  to  £250m,  being  an  increase  from 
23%  to  50%  of  available  cover. 

Such  increases  were  authorised  by  the  Government  at  the  request  of  the  Minister  for 
Industry  and  Commerce,  who  at  all  times  sought  the  approval  of  the  Government  for  such 
increases  and  having  obtained  such  approval,  made  his  decisions  in  regard  to  the  allocation 
of  cover. 

Though  the  advice  available  and  given  to  the  Minister  for  Industry  and  Commerce  as 
outlined  in  this  Report  was  against  the  re-introduction  of  the  scheme  for  Export  Credit 
Insurance  in  respect  of  exports  to  Iraq,  the  increase  in  the  ceiling  to  £1S0m  in  the  first 
instance,  the  Minister,  with  the  approval  of  the  Government,  conceived  it  to  be  in  the 
national  interest'  that  the  scheme  should  be  re-introduced  and  the  specified  sums  should 
be  available  for  Export  Credit  Insurance  in  respect  of  exports  to  Iraq. 
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He  considered  that  the  risks  of  non-payment,  of  which  he  was  advised  were  more  than 
counterbalanced  by  the  benefits  which  would  accrue  to  the  Irish  economy  by  the  develop- 
ment of  exports,  particularly  of  beef  to  Iraq. 

His  decision  in  this  regard  was  based  on  the  belief  that  the  beef  to  be  exported  in  pursu- 
ance of  the  contracts  in  respect  of  which  Export  Credit  Insurance  cover  was  granted  was 
"commercial  beef1  as  defined  by  him  and  would  be  sourced  within  the  jurisdiction. 

If  such  was  the  actuality  and  if  payments  were  made  in  respect  thereof  by  the  Iraqi  pur- 
chasing authorities,  then  the  benefit  to  the  Irish  economy,  and  in  particular  the  agricultural 
sector  would  have  been  substantial  resulting  in  at  least  the  stabilisation  of  cattle  prices 
and  more  probably  an  increase  in  such  prices  thereby  benefiting  the  farmers  and  thereby 
reducing  the  dependence  of  Ireland  on  the  intervention  system. 

However  the  reality  is  that  : — 

(a)  Of  the  tonnage  of  beef  exported  to  Iraq  in  1987  and  1988,  by  AIBPI  and  declared 
for  and  subject  to  Export  Credit  Insurance  policies,  38%  were  sourced  outside 
the  jurisdiction  of  the  State  and 

(b)  Of  the  tonnage  exported  to  Iraq  by  Hibernia  Meats  during  the  years  1987  and 
1988,  18%  were  sourced  outside  the  state. 

and 

"that  of  the  tonnage  of  beef  exported  to  Iraq  in  1987  and  1988,  84%  of  that 
exported  by  AIBPI  and  75%  of  that  exported  by  Hibernia  Meats  had  been  pur- 
chased from  Intervention  stocks  held  by  the  Irish  Intervention  Agency,  the  Minis- 
ter for  Agriculture  and  Food". 

The  benefit  accruing  or  likely  to  accrue  to  the  Irish  Economy  from  this  situation  would 
be  minimal  compared  to  the  benefit  which  would  accrue  if  the  exports  consisted  of  com- 
mercial beef  and  would  not  justify  the  risk  involved  in  granting  Export  Credit  Insurance 
in  the  amounts  granted. 

These  facts  were  not  known  to  the  Minister  for  Industry  and  Commerce  at  the  time  that 
he  made  the  decision  to  re-introduce  the  Scheme  and  sought  increase  in  the  ceiling  for 
exports  to  Iraq  or  at  the  times  that  he  authorised  the  granting  of  insurance  cover  in  respect 
of  the  contracts  to  AIBPI  and  Hibernia  Meats. 

If  he  had  been  so  aware  it  is  unlikely  that  he  would  have  granted  cover  in  respect  thereof 
as  he,  at  all  times  believed  that  'commercial  beef  was  being  exported. 

The  then  Taoiseach  Charles  J  Haughey  stated  in  evidence  that 

"What  I  would  say  about  that  is  that  neither  I  nor  indeed  I  would  imagine  any  of  my 
colleagues  would  ever  have  thought  or  visualised  that  anything  other  than  Irish 
sourced  beef  would  have  been  covered  by  our  Export  Credit  Insurance  Scheme." 

|  It  is  clear  from  the  evidence  of  the  Taoiseach,  Mr  Reynolds,  that  he  had  no  reason  to 
believe  either  that  beef  was  being  purchased  from  outside  the  State  or  from  Intervention 
stock,  to  substantially  fulfil  the  contracts. 
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The  evidence  of  the  Department  of  Industry  &  Commerce  officials  is  that  at  all  times  they 
believed  that  they  were  dealing  with  "commercial  beef". 

This  was  the  position  at  the  time  of  the  decision  made  by  Mr  Reynolds  to  reintroduce 
Export  Credit  Insurance  in  respect  of  beef  exports  to  Iraq  in  April  1987  and  at  the  time 
that  he  approved  the  grant  of  cover  to  AIBPI  in  respect  of  the  contract  for  the  export  of 
beef  valued  at  $134.5m  and  at  the  time  that  he  approved  the  issue  of  such  cover  to  Hiber- 
nia  Meats  Ltd  (Daintean)  in  respect  of  a  contract  valued  at  $46m,  and  to  Master  Meat 
Packers  in  respect  of  a  contract  valued  at  £10m. 

Though  Master  Meat  Packers  Ltd  did  not  take  up  the  offer  of  cover  made  to  them,  the 
benefit  thereof  was  subsequently  transferred  to  Hibernia  Meats  Ltd. 

These  were  the  only  offers  of  cover  authorised  by  the  Minister  which  were  the  subject  of 
policies  actually  issued  by  the  ICI  in  respect  of  beef  exports  to  Iraq. 

While  neither  the  Minister  nor  the  officials  of  his  Department  were  aware  of  the  fact 
that  beef  purchased  from  Intervention  stocks  was  being  used  to  substantially  fulfil  the 
requirements  of  these  contracts,  the  position  would  have  been  completely  different  before 
the  21st  day  of  October  1988  when  the  Minister  informed  the  Secretary  and  other  officials 
of  his  Department  that  he  intended  to  increase  the  amount  of  cover  available  in  respect 
of  exports  to  Iraq  by  f  120m  and  made  provisional  allocation  of  cover  available  to  AIBPI 
and  Hibernia  Meats  Ltd  and  other  non-beef  exporters  if  the  contents  of  the  briefing  notes 
prepared  by  the  CBF  (The  Irish  Livestock  and  Meat  Board)  in  anticipation  of  the 
Irish/Iraqi  Joint  Commission  talks,  due  to  be  held  in  November  1988,  had  been  brought 
to  his  and  their  attention. 


This  briefing  note  included  the  paragraph: — 

"In  recent  years  the  product  supplied  to  Iraq  has  largely  been  from  Intervention 
stocks  with  some  APS.  The  market  is  mainly  for  frozen  hindquarter  boneless  cuts. 
As  the  stocks  of  Intervention  product  decline,  the  market  is  likely  to  move  towards 
APS  and  possibly  forequarter  cuts  as  prices  rise.  The  type  of  beef  should  not  be 
mentioned  to  the  Iraqis.  At  present,  Islamic  slaughter  is  a  requirement  of  the 
market." 

This  paragraph  was  taken  out  of  the  briefing  document  by  Mr  Shortall  of  the  Department 

of  Agriculture  and  the  following  paragraph  substituted:— 

"The  market  is  mainly  for  frozen  hindquarters  boneless  cuts.  In  some  cases  the 
exporters  have  availed  of  the  EEC  aids  to  storage  scheme  prior  to  export.  In  view  of 
rising  price  trends,  there  may  be  some  move  towards  some  forequarter  cuts." 

If  this  briefing  document  bad  been  made  available  in  its  original  form  to  the  Department 
of  Industry  &  Commerce  ott.ciais  as  was  the  intention  cf  the  CBF,  then  they  would  have 
been  aware,  prior  to  the  decision,  made  by  the  Minister  on  the  21st  dav  of  October  1988 
that  the  major  portion  of  the  beef  being  exported  to  Iraq  was  from  intervention  stock  and 
not  commercial  beef. 
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While  it  is  undoubtedly  dear  that  the  decision  made  by  the  Minister  to  reintroduce  Export 
Credit  Insurance  cover  for  exports  to  Iraq  in  April  1987,  to  secure  the  Government's 
approval  of  the  increase  in  the  ceiling  for  such  exports  to  £150m  in  September  1987  and 
to  secure  the  approval  of  the  Minister  for  Finance  in  November  1988  to  increase  the 
ceiling  of  such  cover  to  £250m,  were  made  by  the  Minister  for  Industry  &  Commerce 
against  the  advice  made  available  to  him  by  the  Insurance  Corporation  of  Ireland,  the 
Department  of  Industry  &  Commerce  and  the  Department  of  Finance,  such  advice  was 
based  on  commercial  reasons,  namely  the  real  risk  of  default  in  payment  by  the  Iraqi 
authorities,  and  the  Minister  considered  that  he  was  entitled  to  disregard  such  advice,  if 
in  his  opinion,  the  "national  interest"  so  required.  For  the  reasons  set  forth  by  him  in 
evidence,  he  conceived  that  the  "national  interest44  so  required  and  there  is  no  evidence 
to  suggest  that  he  made  his  decisions  other  than  in  accord  with  his  conception  of  the 
requirements  of  the  "national  interest",  the  determination  of  which  on  this  issue  was  his 
responsibility.  He  had  stated  in  evidence  that: — 

11  All  decision  made  by  me  in  relation  to  Export  Credit  Insurance  were  made  in  the 
context  of  commercial  beef  and  the  importance  of  stimulating  exports,  as  I  have 
already  explained  to  this  Tribunal.  Because  of  the  indigenous  nature,  the  impact  of 
additional  exports  would  be  extremely  and  very  significant.  Export  sales  of  beef  have 
a  major  effect  on  foreign  exchange  earnings,  as  I  have  already  said,  on  farming 
incomes  and  employment  within  the  processing  industry.  There  are  also  significant 
spill-overs  into  other  industries,  such  as  sales  to  farm  machinery,  sales  to  suppliers, 
transport  people,  all  of  the  people  that  are  directly  and  indirectly  involved  in  the  food 
industry  and  such  sales  and  the  combination  of  such  sales  have  a  very  substantial 
multiplier  effect  on  the  Irish  industry  as  a  whole." 


However,  Mr  O'Reilly,  Assistant  Secretary  in  the  Department  of  Industry  and  Commerce 
in  the  course  of  a  minute  written  in  March  1988  dealing  with  proposals  to  increase  the 
statutory  limit  and  the  ceiling  in  respect  of  exports  to  Iraq  stated:— 

"The  real  benefits  of  the  business  in  Iraq  are  assumed  to  exist.  I  have  never  seen  any 
analysis  of  them  or  whether  such  benefits  might  be  obtained  by  exports  to  other 
country". 

The  decision  made  by  the  Minister  for  Industry  and  Commerce  to  seek  the  approval  of 
the  Government  to  increase  the  ceiling  in  respect  of  exports  to  Iraq  to  £150m,  the  Govern- 
ment's decision  to  give  such  approval  on  the  8th  day  of  September  1987,  and  the  Minister's 
decision,  subsequent  to  the  receipt  of  such  approval,  to  approve  of  Export  Credit  Insur- 
ance to  AIBPI  in  respect  of  80%  of  $134.5,  to  Hibernia  Meats  Ltd,  in  respect  of  70%  of 
$46m.  and  to  Master  Meat  Packers  Ltd,  in  respect  of  70%  of  £10m.  involved  a  potential 
liability  on  the  Exchequer  of  £98.65m.  which  amount  does  not  include  any  liability  in 
respect  of  the  cover  made  to  Halal  and  withdrawn,  nor  the  offer  of  $30m.  made  to  AIBPI 
in  November  1987  which  could  increase  such  liability  by  £14.48m. 

While  the  Minister  for  Industry  and  Commerce  and  the  Government  were  entitled  to 
nmke  their  respective  decisions  in  "the  national  interest",  the  "national  interest"  would 
*ko  appear  to  require  that  before  exposing  the  State  to  a  potential  liability  ot  well  in 
*XGess  of  £100m  a  more  detailed  investigation  or  analysis  of  ihe  benefits  to  the  economy 
^ of such  decisions  which  involved:— 
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(i)  the  allocation  of  50%  of  the  amount  of  Export  Credit  Insurance  cover  available 
for  all  exports  worldwide  to  one  particular  destination,  and 

(ii)  such  risk  to  the  Exchequer  if  default  in  payment  were  made  should  have  been 
carried  out. 

Such  an  investigation,  if  made,  might  and  in  all  probability  would  have  disclosed  that  a 
large  portion  of  the  beef  to  be  exported  was  intended  to  be  sourced  outside  the  jurisdiction 
and  an  even  larger  proportion  had  been  or  was  intended  to  be  purchased  from  intervention 
stock  and  that  the  benefits  to  the  Irish  economy,  arising  from  such  exports,  were  illusory 
rather  than  real. 

The  Department  of  Agriculture  and  Food,  as  the  Intervention  Agency,  were  aware  of  the 
purchases  of  intervention  beef  from  them  by  AIBPI  and  as  the  body  responsible  for  the 
payment  of  the  Export  Refunds  subsidy,  were  aware  of  the  intended  destination  of  such 
beef. 

In  addition  AIBPI  had  in  the  course  of  a  Memorandum  submitted  by  them  to  the  Depart- 
ment of  Finance  and  dated  the  2nd  July  1987  in  connection  with  a  "Proposed  Amendment 
to  Section  84A  of  the  Corporation  Tax  Act  1976"  had  stated  that,  inter  alia 

"The  sales  by  Anglo  Irish  include  beef  processed  by  Anglo  Irish  Beef  Processors  Ltd 
which  is  a  fellow  subsidiary  of  Anglo  Irish  and  beef  purchased  from  intervention 
stock  which  were  processed  by  other  beef  processors  within  the  State"  and 

"The  sale  by  Anglo-Irish  of  processed  beef  purchased  from  intervention  will  not 
qualify  as  manufactured  goods  under  Section  39  and,  in  consequence,  if  the  sales  of 
this  type  of  goods  in  any  accounting  period  exceed  25%  of  all  sales,  then  the  entire 
borrowings  would  not  qualify  as  Section  84  borrowing  under  the  provisions  of  the 
Section  84A" 

The  entire  of  this  Memorandum  is  printed  in  the  Section  of  this  Report  dealing  with 
Section  84  borrowings  and  is  referred  to  here  to  illustrate  that  the  Department  of  Finance 
were  on  notice  that  a  considerable  portion  of  sales  by  AIBPI  consisted  of  beef  purchased 
from  Intervention  and  an  inquiry  from  either  Department  would  have  ascertained  the 
position. 

The  manner  in  which  the  allocations  of  Export  Credit  Insurance  were  made  by  the  Minis- 
ter for  Industry  &  Commerce  within  the  ceiling  fixed  by  the  Government  was  the  subject 
of  allegations  made  in  Dail  Eireann  and  the  issues  raised  by  such  allegations  have  been 
set  forth  in  this  report. 

The  factual  position  with  regards  to  such  allocations  is  as  follows: — 

(a)  On  the  12th  day  of  February  1987,  the  then  Minister  for  Industry  and  Commerce, 
Michael  Noonan  TD,  decided,  because  of  the  general  deteriorating  financial  and 
military  situation  in  Iraq  and  the  fact  that  there  were  a  number  of  payments 
overdue  from  Iraq,  not  to  offer  any  further  Export  Credit  Insurance  in  respect  of 
exports  to  Iraq  until  such  times  as  the  situation  was  seen  to  be  sufficiently 
improved  to  enable  such  cover  to  be  put  in  place; 
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(b)  Prior  to  that  date,  application  had  been  made  on  behalf  of  AIBP  for  Export 
Credit  Insurance  cover  in  respect  of  a  contract  for  the  supply  of  beef  to  Iraq  for 
£34m  and  a  number  of  meetings  had  been  held  between  Mr  Goodman  and  Mr 
Britton  of  AIBP  and  the  Minister  and  officials  of  the  Department  of  Industry  & 
Commerce; 

(c)  AIBP  were  informed  of  the  decision  of  the  Minister  for  Industry  &  Commerce 
and  this  decision  was  confirmed  by  letter  dated  the  5th  day  of  March  1987  to  Mr 
Britton.  This  letter  pointed  out  that  "the  question  of  further  credit  to  Iraq  was 
the  subject  of  continuous  review  in  the  Department" 

(d)  On  the  11th  day  of  March  1987,  Albert  Reynolds  TD  was  appointed  Minister  for 
Industry  &  Commerce; 

(e)  On  the  9th  day  of  April  1987,  after  a  more  formal  meeting  between  members  of 
the  Government  and  Mr  Goodman  and  Mr  Britton  of  AIBP  in  connection  with 
the  IDA  Development  Plan,  Mr  Goodman  spoke  to  the  Minister  for  Industry  & 
Commerce  about  the  desirability  of  and  necessity  for  the  provision  of  Export 
Credit  Insurance  in  respect  of  exports  to  Iraq. 

(J)  On  the  13th  day  of  April  1987,  a  copy  of  a  note  on  Export  Credit  Insurance, 
prepared  for  the  information  of  the  Minister  for  Industry  &  Commerce,  was  given 
to  him.  This  note  referred  to  the  fact  that  the  outstanding  liability  in  respect  of 
Export  Credit  Insurance  for  exports  to  Iraq  of  £30m  which  existed  at  the  time  of 
the  previous  Minister's  decision  made  in  February  1985  and  to  the  fact  that  pay- 
ment of  $1,994,685  had  been  paid  to  Dante**..  International  Ltd  and  US$4m  to 
Nenagh  Chilled  Meats  Ltd  subsequent  to  the  making  of  that  decision. 

It  pointed  out  that  applications  for  Export  Credit  Insurance  then  current, 
amounted  to  approximately  £30m  and  included  an  application  from  Anglo  Irish 
Meats  for  £20m  and  from  Dantean  Meats  for  $2m. 

(g)  This  note  further  contained  the  recommendation  that  the  current  policy  in  Iraq, 
i.e.  no  further  cover,  should  be  continued  for  the  present. 

(h)  Between  the  13th  day  of  April  1987  and  the  16th  day  of  April  1987,  the  Minister 
for  Industry  &  Commerce  directed  officials  in  his  Department  that  Export  Credit 
Insurance  was  to  be  made  available  for  exports  to  Iraq  on  the  following 
conditions:— 

(a)  that  cover  was  to  be  made  available  up  to  a  ceiling  of  £45m. 

(b)  that  a  pragmatic  approach  was  to  be  adopted  in  the  allocation  of  cover  and 
that  companies  which  already  had  payments  overdue  from  Iraq  should  be 
given  no  further  cover  until  amounts  overdue  had  been  cleared. 

(c)  that  in  the  specific  case  of  Anglo  Irish  Meats,  cover  should  be  offered  to 
cover  one  third  of  their  then  proposed  contract  with  the  banks  and  Anglo 
Irish  carrying  one  third  each  also. 

{d)  that  a  detailed  approach  be  devised  for  allocating  the  cover  being  made  avail- 
able, taking  into  account  the  said  directives. 

(0  This  offer  of  cover  was  not  taken  up  by  AIBP. 
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(j)  On  the  17th  day  of  June  1987,  Hibernia  Meats  Ltd  sought  from  the  Insurance 
Corporation  of  Ireland,  cover  for  a  two  year  period  of  contract  valued  at  $46m 
which  the  company  was  negotiating  with  the  Iraqi  purchasing  agencies, 

(k)  On  the  2nd  day  of  July  1987,  Anglo  Irish  Beef  Processors  International  Ltd  nego- 
tiated a  contract  for  the  export  of  beef  to  Iraq  with  a  total  value  of  $1 34.5m. 

(/)  On  the  31st  day  of  August  1987  Mr  Britton,  the  Deputy  Chief  Executive  of  Good- 
man International  wrote  to  the  Minister  for  Industry  &  Commerce  applying  for 
100%  Export  Credit  Insurance  in  respect  of  the  said  contract. 

(m)  The  ceiling  fixed  by  the  previous  Government  on  the  6th  February  1986  in 
respect  of  Export  Credit  Insurance  to  Iraq  was  £70m  and  such  ceiling  would  be 
breached  if  the  applications  made  by  Hibernia  Meats  Ltd  and  AIBP  were 
acceded  to. 

(n)  On  the  8th  day  of  September  1987,  the  Government  decided  that  the  ceiling  for 
insured  exports  to  Iraq  should  be  raised  from  f  70m  to  £150m  and  it  is  clear  from 
all  the  evidence  that  the  application  for  such  decision  made  by  the  Minister  for 
Industry  and  Commerce  was  to  provide  for  the  application  of  Goodman  Interna- 
tional (AIBPI)  for  cover  in  respect  of  the  $134.5  contract. 

(o)  By  letter  dated  the  8th  day  of  October  1987,  written  by  Mr  O'Reilly,  Assistant 
Secretary,  at  the  direction  of  the  Minister  for  Industry  &  Commerce,  it  was  con- 
firmed that  the  Minister  had  agreed  that  Export  Credit  Insurance  would  be  pro- 
vided, subject  to  the  terms  set  forth  in  the  said  letter,  in  respect  of  80%  of  the 
contract  value  of  the  said  contract. 

(p)  On  the  8th  day  of  September  1987,  subsequent  to  the  meeting  of  the  Government, 
at  which  the  ceiling  was  increased  from  £70m  to  £150m,  the  Minister  for  Indus- 
try &  Commerce  met  Mr  Phelan  of  Master  Meats  and  Mr  Oliver  Murphy  of 
Hibernia  Meats  and  after  discussion  with  them,  offered  them  £10m  cover  for  each 
of  their  companies  in  respect  of  exports  of  beef  to  Iraq. 

(q)  On  the  9th  of  September  1987  Hibernia  Meats  Ltd  wrote  to  the  Minister  for 
Industry  &  Commerce,  pointing  out  that  in  their  correspondence  with  ICI  as  of 
June  1987,  they  had  sought  credit  insurance  cover  for  a  total  of  $46m  for  a  two 
year  period. 

(r)  By  letter  dated  the  23rd  October  1987,  the  Department  of  Industry  &  Commerce 
informed  Mr  Murphy  that  the  Minister  for  Industry  &  Commerce  had  decided 
that  Export  Credit  Insurance  cover  would  be  available  to  Hibernia  Meats  for  the 
full  value  of  their  contract  in  Iraq  subject  to  the  terms  disclosed  in  the  said  letter. 

0)  The  allocation  of  the  £10m  cover  to  Master  Meat  Packers  Ltd  was  confirmed  by 
Mr  Timbs  on  behalf  of  the  Minister  by  letter  dated  the  22nd  day  of  October  1987. 

(0  On  the  16th  day  of  September  1987  Agra  Trading  Ltd  had  a  meeting  with  officials 
of  the  Department  of  Industry  &  Commerce  at  which  they  requested  Export 
Credit  Insurance  cover  for  a  proposed  contract  of  5,000  tonnes  of  boneless  beef 
valued  at  $17m  with  a  credit  period  of  2  years  and  had  been  informed  that  their 
application  would  be  facilitated  in  respect  of  a  credit  period  of  18  months  with 
70%  cover  if  they  obtained  a  contract. 
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(u)  On  the  26th  day  of  October  1987  Halal  Meat  Packers  (Ballyhaunis)  Ltd  applied 
to  the  Insurance  Corporation  of  Ireland  for  Export  Credit  Insurance  cover  in 
respect  of  a  contract  worth  $25m  in  Iraq. 

(v)  On  the  13th  day  of  November  1987  the  Minister  for  Industry  &  Commerce  met 
Mr  Larry  Goodman.  During  the  course  of  this  meeting  Mr  Goodman  informed 
the  Minister  that  he  had  negotiated  an  extension  of  his  contract  with  the  Iraqi's 
and  would  require  further  cover.  As  at  that  time  there  was  only  $30m  available 
within  the  ceiling,  the  Minister  for  Industry  and  Commerce  agreed  to  the  alloca- 
tion of  this  amount  to  Goodman  International  (AIBPI). 

At  this  meeting  also  Mr  Goodman  complained  to  the  Minister  about  the  activities 
of  Halal  and  Agra  Trading  Ltd  in  Baghdad  and  alleged  that  they  were  engaged 
in  price  cutting. 

(w)  On  the  13th  day  of  November  the  Minister  informed  Mr  Timbs  that  this  addi- 
tional Goodman  contract  would  be  covered  on  the  usual  terms  on  the  following 
Monday  16th  of  November  1987. 

(x)  This  brought  the  level  of  exposure  up  against  the  ceiling  of  £150m  and  meant 
that  the  Agra  Trading  Co.  Ltd  could  not  be  accommodated.  When  this  was  poin- 
ted out  to  the  Minister  he  stated  that  if  Agra  Trading  Ltd  obtained  a  contract, 
the  question  of  the  ceiling  could  then  be  considered. 

(y)  On  the  17th  day  of  November  Halal  informed  the  Insurance  Corporation  of  Ire- 
land that  they  were  discussing  an  increased  contract  and  as  a  consequence  they 
sought  an  increase  in  the  overall  level  of  cover  from  $25m,  which  they  had  been 
offered,  to  $37.2m. 

(z)  As  of  the  17th  day  of  November  1987  the  position  with  regard  to  Export  Credit 
Insurance  for  contracts  in  Iraq  was: 

(1)  Existing  exposure:  £17.18m 

Commitments:  £133.48m 

Total:  £150.66m 

This  did  not  include  the  applications  for  cover  from  Agra  Trading  and  the  addi- 
tional cover  sought  by  Halal. 

(aa)  As  of  the  17th  day  of  November  1987,  concern  was  being  expressed  in  the  Depart- 
ment of  Industry  &  Commerce  and  the  Insurance  Corporation  of  Ireland  that, 
having  regard  to  the  then  existing  exposure  and  the  commitments  given  with 
regard  to  the  allocation  of  cover,  that  the  statutory  ceiling  of  £300m  was  in  danger 
of  being  breached. 

The  then  existing  level  of  cover  worldwide  was  approximately  £200m  and  as  poin- 
ted out  by  Mr  Walsh  in  a  minute  dated  the  25th  day  of  November  1987,  "if  all 
the  offers  made  were  taken  up,  worldwide  exposure  will  gradually  increase  to  in 
excess  of  IR£350m,  £150m  of  which  will  be  in  Iraq". 

(bb)  On  the  27th  day  of  November  1987,  the  Minister  for  Industry  &  Commerce 
decided  to  withdraw  the  offer  of  Export  Credit  Insurance  made  to  Halal  as  it 
had  not  been  accepted  in  the  terms  in  which  it  was  offered  and  because  there 


220 


Chapter  Six 


was  no  evidence  that  they  had  a  contract  and  instructed  his  Private  Secretary  to 
so  inform  Halal  of  his  decision. 

(cc)  The  position  then  was  that  of  the  £300m  available  worldwide  for  Export  Credit 
Insurance,  £150m  (50%)  had  been  allocated  in  respect  of  exports  to  Iraq. 

Of  this  £150m,  £84.9m  was  being  allocated  to  AIBP  and  £28.52m  (including  £10m 
to  Master  Meat  Packers)  to  Hibernia  Meats  Ltd 

This  meant  that  75%  of  the  amount  available  in  respect  of  exports  to  Iraq,  namely 
£l50m,  was  allocated  in  respect  of  beef  exported  or  to  be  exported  by  AIBP 
and  Hibernia  Meats  Ltd  This  represented  37.5%  of  the  entire  amount  available 
worldwide. 

Of  this  allocation,  75.52%  went  to  AIBP  and  24.38%  to  Hibernia  Meats  Ltd 

These  percentages  relate  to  the  allocation  of  Export  Credit  Insurance  cover  made 
by  the  Minister  for  Industry  &  Commerce  subsequent  to  his  appointment  to  that 
office  on  the  11th  day  of  March  1987  and  are  increased  if  regard  is  had  to  the 
exposure  which  existed  at  that  time  in  regard  to  cover  already  granted  namely 
£17. 18m  and  the  State's  exposure  in  regard  thereto.  When  this  was  done,  the 
relevant  percentages  are:  63.92%  to  AIBP  and  21.47%  to  Hibernia  Meats  Ltd  of 
the  total  sum  allocated  and  74.85%  and  25.15%  respectively  of  the  sum  allocated 
for  beef  exports. 

While  the  approved  ceiling  in  respect  of  Export  Credit  Insurance  for  exports  to 
Iraq  was  £150m,  the  overall  statutory  ceiling  in  respect  of  exports  worldwide  was 
£300m. 

As  of  the  25th  day  of  November  1987,  the  existing  level  of  exposure  worldwide 
was  approximately  £200m  and  having  regard  to  the  commitments  to  allocate  cover 
given  to  AIBP  of  £69.42m,  to  Hibernia  Meats  Ltd  of  £28.42m  and  to  non-beef 
exporting  companies  in  the  sum  of  £8.77m,  which  sums  total  £106.71m,  there  was 
no  scope  for  the  granting  of  any  other  Export  Credit  Insurance  cover  in  respect 
of  exports  to  Iraq  unless  the  statutory  ceiling  was  increased. 

(dd)  There  was  no  scope  within  the  existing  ceiling  to  grant  cover  to  Halal  or  Agra 
Trading  Ltd  if  and  when  they  or  either  of  them  produced  contracts  or  indeed  in 
respect  of  the  cover  in  respect  of  the  US$30m  contract  which  the  Minister  for 
Industry  &  Commerce  agreed  to  give  to  AIBP  on  the  16th  day  of  November 
1987  unless  the  statutory  ceiling  was  increased. 

This  fact  is  confirmed  by  the  minute  faxed  by  Mr  Timbs  to  Mr  Aidan  Connor  on 
the  10th  February  1988  in  which  he  stated  that:— 

"Further  to  our  recent  telephone  conversation,  I  confirm  that  the  Minister 
has  agreed  that  a  further  US$30m  contract  value  covered  at  either  80%  or 
70%,  depending  on  the  credit  period  has  been  allocated  to  AIBP  Interna- 
tional in  respect  of  contracted  beef  sales  to  Iraq,  subject  to  the  enactment  of 
amending  legislation  to  increase  the  aggregate  amount  of  the  Minister's  liab- 
ility under  the  export  credit  scheme.  As  I  mentioned  to  you,  the  US$30m 
contract  value  is  available  within  our  ceiling  for  Iraq  but  will  not  be  available 
under  our  overall  legislative  ceiling  until  amending  legislation  has  been 
enacted/' 
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(ee)  As  of  the  29th  day  of  February  1988  there  were  pending  in  the  Department  of 
Industry  &  Commerce  applications  for  Export  Credit  Insurance  by: 

1.  AIBP  in  the  sum  of  US$155m  (including  US$30m  already  referred  to) 

2.  Agra  Trading  Ltd  in  the  sum  of  US$1 7m. 

3.  Taher  Meats  in  the  sum  of  £llm. 

4.  Haial  Meats  Ltd  in  the  sum  of  US$25m. 

(ff)  On  the  31st  day  of  March  1988  Mr  Timbs  of  the  Department  of  Industry  &  Com- 
merce wrote  to  the  Insurance  Corporation  of  Ireland  stating  that  "we  are  not 
open  for  business  for  meat  contracts  for  Iraq  and  do  not  envisage  being  so  in  the 
future." 

(gg)  On  the  8th  day  of  June  1988  the  Government  approved  of  the  text  of  the  Insur- 
ance (Export  Guarantees)  Bill  1988  and  authorised  the  Minister  for  Industry  & 
Commerce  to  present  the  Bill  to  Dail  Eireann  and  have  it  circulated  to  Deputies. 

(hh)  The  Insurance  (Export  Guarantees)  Act  1988  was  enacted  by  the  legislature  on 
the  5th  day  of  July  1988. 

(if)  On  the  7th  of  July  1988  the  Private  Secretary  to  the  Minister  for  Industry  &  Com- 
merce wrote  to  Mr  Fitzpatrick  in  the  terms  of  the  letter  already  referred  to  and 
stating  that: 

"The  Minister  regrets,  therefore,  that  Export  Credit  Insurance  cover  cannot  be 
made  available  for  the  Taher  Meats  contract  or  indeed  any  other  major  contract 
in  Iraq  for  the  foreseeable  future." 

Though  the  statutory  ceiling  was  increased  to  £500m  the  Minister  did  not  make  or  com- 
municate to  the  officials  of  his  Department  any  decision  with  regard  to  an  increase  in  the 
ceiling  for  exports  to  Iraq  until  the  21st  day  of  October  1988. 

In  view  of  the  fact  that  the  5th  Session  of  the  Irish/Iraq  Commission  was  due  to  take  place 
in  Baghdad  on  the  7th  day  of  November  1988,  the  Export  Credit  section  of  the  Depart- 
ment of  Industry  &  Commerce  had  prepared  a  Memorandum  dated  the  21st  day  of 
October  1988  for  submission  to  the  Minister  on  that  date. 


On  the  morning  of  the  21st  day  of  October  1988  Mr  Connor  of  AIBP  met  Mr  Timbs,  Mr 
Donnelly  and  Mr  Walsh  of  the  Department  of  Industry  &  Commerce  and  informed  them 
that  in  addition  to  the  export  credit  cover  already  available  to  the  company  (AIBP)  he 
would  require  additional  cover  for  contracts  valued  at  $325m  for  the  remainder  of  1988 
and  1989. 

During  the  course  of  a  meeting  with  the  Minister  for  Industry  &  Commerce  on  the  after- 
noon of  the  21st  day  of  October  1988  at  which  the  Secretary  of  the  Department,  Mr 
Donlon  and  Messrs  Timbs  and  Donnelly  were  present  the  Minister  wns  informed  that  the 
then  existing  exposure  in  Iraq  amounted  to  £136m  and  that  AIBP  had  sought  additional 
wver  on  contracts  valued  at  $325 m  for  1988/89  and  Hibernia  Meats  Ltd  had  sought  cover 
j  on  two  contracts  valued  at  $72m  and  £10m  respectively. 
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The  said  officials  were  informed  by  the  Minister  for  Industry  &  Commerce  for  the  first 
time  that  it  had  been  agreed  at  the  Government  meeting  held  on  the  8th  day  of  June  1988 
that  increases  in  the  ceiling  of  Export  Credit  Insurance  for  Iraq  should  be  at  the  discretion 
of  the  Minister  for  Industry  &  Commerce,  that  the  provision  of  such  insurance  should  be 
managed  in  the  national  interest  to  avoid  damaging  competition  between  exporters  and 
that  such  decision  should  be  communicated  to  the  Irish  beef  exporters  by  the  Minister  for 
Agriculture. 

When  they  informed  the  Minister  that  these  decisions  were  not  recorded  in  the  commun- 
ication of  the  Government  decision  made  on  the  8th  day  of  June  1988,  he  expressed 
surprise  and  stated  that  he  would  have  the  matter  clarified  at  the  next  meeting  of  the 
Government  which  was  due  to  be  held  on  the  25th  day  of  October  1988. 

Pending  clarification  of  this  matter,  the  Minister  for  Industry  &  Commerce  decided  that 
the  following  additional  cover  would  be  provided  for  the  Iraqi  market:— 

(a)  roll-over  of  the  existing  cover  held  by  AIBP  (liability  under  the  Scheme  is 
£95 .6m)  and  Hibernia  (liability  IR£23.1m)  as  outstanding  maturities  were  paid. 

(b)  additional  cover  for  AIBP  and  Hibernia  up  to  a  maximum  liability  under  the 
Scheme  of  £80m  and  £20m  respectively  and 

(c)  additional  cover  for  non-beef  exporters  up  to  a  maximum  liability  under  the 
Scheme  of  £20m  subject  to  increase  should  demand  necessitate  such. 

If  this  decision  had  been  implemented,  the  increased  ceiling  in  respect  of  exports  to  Iraq 
would  have  been  £270m  representing  54%  of  the  entire  market  worldwide  and  the  total 
allocation  of  cover  in  respect  of  beef  exports  to  Iraq  to  AIBP  would  have  been  £175.6m 
and  to  Hibernia  Meats  Ltd  £43.1m  representing  65%  and  15.96%  respectively. 

Of  the  amount  allocated  or  intended  to  be  allocated  in  respect  of  beef  exports  to  Iraq,  i.e. 
£2 18.7m  representing  81%  of  the  total  to  be  made  available  and  of  this  amount  80.29% 
was  to  go  to  AIBP  and  19.71%  to  Hibernia  Meats  Ltd. 

On  this  basis  no  provision  was  made  or  could  have  been  made  for  the  allocation  of  cover 
in  respect  of  beef  exports  to  Iraq  for  any  other  company. 

Subsequent  to  this  meeting  Mr  Timbs  contacted  AIBP  and  Hibernia  Meats  on  the  21st  of 
October  1988  and  the  22nd  of  October  1988  respectively  and  advised  them  that  the  Minis- 
ter had  given  indications  of  additional  cover  which  he  was  prepared  to  make  available, 
£80m  for  AIBP  and  £20m  for  Hibernia. 

On  the  25th  October  1988  the  Government  decided  that  the  Minister  for  Industry  & 
Commerce  might  agree  with  the  Minister  for  Finance  a  new  limit  for  Export  Credit  Insur- 
ance for  Iraq  within  the  overall  ceiling  of  £500m  for  Export  Credit  Insurance  generally. 

On  the  11th  day  of  November  1988,  Mr  Timbs  wrote  on  behalf  of  the  Minister  for  Industry 
and  Commerce  to  the  Secretary  of  the  Department  of  Finance  seeking  or  proposing  thai 
the  ceiling  in  respect  of  exports  to  Iraq  be  increased  from  £150m  to  £270m. 
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In  the  penultimate  paragraph  of  the  said  letter  he  stated  that:— 

*' Insofar  as  the  allocation  of  the  proposed  additional  cover  is  concerned,  the  Minister 
would  point  out  that  not  ail  applicants  for  Export  Credit  Insurance  are  successful  in 
obtaining  cover.  The  poticy  in  this  regard  is  to  maximise  the  credit  available  for  the 
best  economic  benefit  of  the  State  as  a  whole.  It  is  clearly  wasteful  to  expend  this 
valuable  facility  in  such  a  way  that  Irish  companies  compete  against  each  other  in 
foreign  markets  to  the  benefit  of  the  buyer  and  the  overall  disadvantage  of  the  State." 


This  clearly  indicated  the  policy  to  be  applied  in  the  allocation  of  the  proposed  increase 
viz. 

(1)  that  not  all  applicants  for  Export  Credit  Insurance  would  be  successful; 

(ii)  to  maximise  the  credit  available  for  the  best  economic  benefit  of  the  State  and 

(iii)  that  it  would  be  clearly  wasteful  to  expend  this  valuable  facility  in  such  a  way  that 
Irish  companies  compete  against  each  other  in  foreign  markets  to  the  benefit  of 
the  buyer  and  the  overall  disadvantage  of  the  State. 

The  existence  of  this  policy  is  confirmed  in  the  memorandum  on  Export  Credit  Insurance 
for  Iraq  dated  the  12th  day  of  December  1988  which  was  prepared  for  the  newly  appointed 
Minister  for  Industry  and  Commerce,  Mr  Ray  Burke  TD  and  which  has  been  printed  in 
full  in  this  Report  and  in  relation  to  the  policy  of  confining  insurance  cover  to  AIBP  and 
Hibernia  contained  the  statement  that 

'The  Department  of  Agriculture  would  seem  to  agree  with  the  policy  of  confining 
insurance  cover  to  AIBP  and  Hibernia  but  are  not  prepared  to  offer  us  formal  advice 
or  to  liaise  with  the  trade  on  the  issue". 

On  the  23rd  day  of  November  1988  the  agreement  of  the  Minister  for  Finance  for  an 
increase  of  £100m  in  the  ceiling  for  Iraq  was  conveyed  to  the  Department  of  Industry  & 
Commerce  and  a  note  in  the  handwriting  of  the  Minister  for  Industry  and  Commerce 
referred  to  in  this  Report  showed  his  intended  allocation  of  this  £100m  viz  £70m  to  AIBPI 
£20m  to  Hibernia  and  leaving  £10m  for  small  companies. 

Again  on  the  basis  of  this  allocation  no  provision  was  made  for  the  allocation  to  any  other 
beef  exporting  company  of  any  cover  under  the  Export  Credit  Insurance  Scheme  though 
on  the  2nd  day  of  November  1988  the  Minister  for  Trade  and  Marketing,  Mr  Brennan 
TD,  who  was  due  to  lead  the  Irish  delegation  to  the  Fifth  Meeting  of  the  Iraqi-Irish 
Joint  Commission  to  be  held  in  Baghdad  was  informed  by  the  Minister  for  Industry  and 
Commerce,  inter  alia,  that 

"(1)  The  current  limit  on  Export  Credit  Insurance  for  Iraq  is  IR£150m  (the  Depart- 
ment of  Finance  are  opposing  any  increase  in  this  limit). 

(2)  There  is  no  policy  of  confining  Export  Credit  Insurance  on  beef  exports  to  Iraq 
to  particular  companies. 

(3)  Any  exporter  with  a  contract  in  Iraq  will  have  an  application  for  Export  Credit 
Insurance  considered  in  the  normal  way." 
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This  statement  is  inconsistent  with  the  declared  intention  of  the  Minister  for  Industry  and 
Commerce  on  the  21st  October,  1988  to  the  officials  of  his  Department  of  his  intention 
to  increase  the  ceiling  in  respect  of  exports  to  Iraq  and  to  allocate  the  amount  of  such 
increase  viz  £120m,  as  to  £80m  thereof  to  AIBPI,  £20m  to  Hibernia  and  £20m  to  other 
non-beef  exporters  to  Iraq  and  his  intended  allocation  of  the  £100m  by  which  he  sub- 
sequently, with  the  consent  of  the  Minister  for  Finance,  increased  the  ceiling  viz  £70m  to 
AIBPI,  £20m  to  Hibernia  Meats  Ltd  and  £10m  to  other  companies. 

On  the  23rd  day  of  November  1988,  the  then  Minister  for  Industry  &  Commerce  was 
appointed  Minister  for  Finance  and  Mr  Ray  Burke  TD  was  appointed  Minister  for  Indus- 
try &  Commerce  in  his  place. 

No  new  allocations  of  cover  were  made  subsequent  to  that  date  and  the  failure  to  grant 
the  cover  to  AIBPI  is,  inter  alia,  the  subject  of  proceedings  in  the  High  Court. 

From  this  recital  of  the  facts  it  is  established  that  only  two  companies  were  issued  with 
policies  of  insurance  in  respect  of  beef  exports  to  Iraq  viz  AIBPI  and  Hibernia  Meats  Ltd, 
(Dantean)  (to  whom  was  transferred  the  benefit  of  the  offer  made  to  Master  Meat  Packers 
Ltd  on  the  8th  of  September,  1987)  pursuant  to  the  decision  to  increase  the  ceiling  to 
£150m;  that  the  offer  made  to  Halal  had  been  withdrawn,  for  the  reasons  given  by  the 
Minister  for  Industry  and  Commerce  in  his  evidence;  that  subsequent  applications  made 
by  Agra  Trading  Ltd,  Taher  Meats  Ltd  and  Halal  were  refused  on  the  basis  that  the  ceiling 
had  been  reached  and  no  cover  was  available  within  the  ceiling  of  £150m.  which  ceiling 
was  not  increased  until  the  23rd  day  of  November  1988  subsequent  to  a  discussion  between 
the  Minister  and  officials  of  his  Department  on  the  question  of  Export  Credit  Insurance 
during  the  course  of  which  he  was  informed  of  applications  for  Export  Credit  Insurance 
by  AIBPI  and  Hibernia  Meats  which  discussion  took  place  on  the  21st  day  of  October 
1988. 


The  Taoiseach,  Mr  Reynolds'  account  of  this  meeting  is  as  follows:— 

fct240    Q.    Where  the  question  of  the  325  million  contract  was  discussed  with  AIBP 
in  1988,  1989 

A.    Yes,  that  would  be  between  Department  Officials  and  the  representatives 
of  the  Company. 

241  Q.    It  was  one  of  the  matters  that  was  discussed  by  you  with  your  officials  at 
the  meeting  on  the  21st? 

A.    Yes,  the  two  matters  being,  one  of  them  being  AIBP  and  the  other 
Hibernia. 

242  Q.    Did  you  decide,  as  set  out  at  the  bottom  of  page  304  Volume  15B,the 
note  of  the  discussion 

A.    We  are  back  to  the  note  of  the  discussion.  What  part  of  this? 

243  O    The  bottom  of  it.  The  Minister  decided  that  the  following  additional 
cover  would  be  provided  in  the  Iraqi  market. 

A.    Before  we  go  any  further,  could  I  remind  you  as  to  the  sequence  of 
events?  First  of  all,  the  meeting  takes  place  on  the  basis  of  the  two 
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applications  and  the  increase  in  export  credit.  Right?  And  I  say  to  the 
officials  concerned  what  my  views  are  and  what  I  believe  is  the  appropri- 
ate increase  for  export  credit  for  Iraq.  And  you  have  before  you,  I  think 
I  have  already  stated  what  my  views  were,  and  I  think  that  you  will 
understand  as  well  as  I  understand  that  I  cannot  go  any  further  than  that, 
but  the  real  decision  of  the  21st  of  October  was  that  I  would  go  back  to 
government  to  clarify  certain  situations.  That  is  the  real  decision  that 
came  out  of  the  21st  of  October.  I  went  back  to  government  on  the  first 
available  opportunity,  which  was  the  25th  of  October,  and  that  decision 
was  taken  on  the  25th  of  October,  that  the  Minister  for  Industry  and 
Commerce  and  the  Minister  for  Finance  would  agree  an  appropriate  ceil- 
ing for  Iraq.  Now,  that  is  the  real  world.  So,  I  think  you  and  I  know  the 
problems  we  have  because  of  the  constraints  that  are  put  on  us  to  get 
into  any  other  aspects  of  it.  My  view  was  that  the  appropriate  cover 
would  be  a  120  million  increase  and  that  the  division,  my  view  was  that 
the  division  of  that  would  be  80  for  AIBP,  20  for  Hibernia  and  20  for 
others.  And  I  wouldn't  like  anyone  to  think  that,  as  far  as  I  am  con- 
cerned, that  the  small  companies  using  the  Iraqi  market,  they  were 
equally  as  important  as  the  larger  ones  because  they  had  to  make  their 
own  contributions,  and  they  have  an  important  role  to  play.  That  was  my 
view,  to  clarify  the  situation.  I  told  the  officials  I  was  going  back  to  the 
government  for  decision  clarification  and  decide  on  the  25th  of  October, 
which  I  did,  and  we  all  know  where  the  events  led  from  there  on  in,  that 
we  eventually  made  our  submission  to  the  Department  of  Finance  which 
subsequently  didn't  accept  the  120  million,  which  was  my  view  starting 
off,  but  would  accept  100  million  to  be  divided,  as  was  my  view,  70/20/10. 
So,  there  was  the  position. 

244  Q.    Now,  I  think  you  also  indicated  that  you  were,  paragraph  80,  you  were 

willing  to  roll  over  AIBP  and  Hibernia  as  a  repayments 

A.  Yes,  I  said  that  on  the  basis  that  when  money  comes  in  money  goes  out. 
I  stated  my  view  on  the  new  cover  and  roll  over  before  I  decided  to  go 
back  to  Government.  Furthermore,  I  do  not  regard  my  statement  to  my 
officials,  any  of  my  officials,  of  what  I  suggested  as  of  that  time  as  in  any 
way  an  irrevocable  decision.  Any  cover  would  be  provided,  or  cover  to 
come  would  have  been  dependent  on  how  the  Iraqi  payments  situation 
developed,  who  got  the  contracts  with  the  Iraqis,  My  intentions  in  this 
regard  were  quite  clear  and  in  clear  terms  claims,  premiums,  waiting 
periods  those  are  the  normal  things  that  take  place  and  my  valuation  of 
the  Iraqi  market  as  a  risk  when  the  proposed  new  cover  or  roll  over 
cover  would  be  put  in  place.  In  other  words,  in  hindsight,  what  we  have 
said  is  what  happened.  I  would  also  have  come  off  cover  when  the  pay- 
ment situation  would  have  deteriorated.  I  have  no  doubt  about  that  and 
no  hesitation  in  saying  that,  and  that  would  be  my  position.  But,  as  we 
all  know,  that  didn't  happen  until  after  it  was  gone.  But  I  wanted  to  be 
clear  that  I  would  have  taken  the  same  decision  about  payments. 

245  Q.    As  a  result  of  the  discussion  with  Mr  Donnelly  and  Mr  Timbs.  the  result 

of  that  was  Mr  Timbs  made  two  telephone  calls,  one  to  AIBP  and  one 
to  Hibernia? 
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A.  That  is  correct,  I  have  no  recollection  of  telling  Mr  Timbs  to  communic- 
ate my  view  or  my  decision,  and  if  you  notice  the  way  I  have  put  italics 
on  "Decision",  because  particular  to  that  meeting  that  word  is  taken  out 
of  the  way  it  was  described  in  a  subsequent  Departmental  Memorandum 
by  Mr  Donnelly  who  was  at  the  meeting.  I  have  no  recollection  whatever 
I  said  to  Mr  Timbs  go  ahead  and  tell  them  or  indeed  anybody  else, 
because  after  all  I  had  decided,  I  had  decided  to  go  back  to  government, 
so  it  wouldn't  make  a  lot  of  sense  to  tell  the  companies  in  advance  of  a 
government  decision  what  they  were  going  to  get,  but  I  have  no  hesita- 
tion in  saying  my  intentions  were  clear,  and  they  would  have  been  known 
to  Mr  Timbs  and  to  anybody  else  at  the  meeting  ....  and  in  reading  reports 
of  the  meeting  afterwards  it  was  described  as  "Informally  telling  them" 
by  people  who  were  at  the  meeting.  So,  my  recollection  seems  to  be 
borne  out  by  that,  but  I  can  tell  you  straight  up  that  I  have  no  recollection 
of  telling  them  and  it  wouldn't  make  sense  that  I  would  tell  them  because 
here  I  was  going  back  to  government  to  get  a  decision  and  get  the  Minis- 
ter for  Finance  to  make  a  decision  at  a  certain  level.  Mr  Timbs,  I  am  not 
here  to  say  what  his  evidence  is,  but  certainly  anybody  at  the  meeting 
would  be  very  clear  about  what  my  views  were.  But  as  to  what,  how  you 
make  or  take  decisions  afterwards,  I  don't  know. 

A.  On  the  25th  of  October,  the  Government  decided  that  the  Minister  for 
Industry  and  Commerce,  as  I  have  said,  might  agree  with  the  Minister 
for  Finance  a  new  limit  for  export  credit  within  the  overall  ceiling  of  £500 
million  for  Export  Credit  Insurance  generally  under  the  Insurance  Acts 
in  place  of  the  existing  limit  of  £150  and  that's  what  happened.  The  effect 
of  the  Government  decision  of  October  the  25th,  was  that  pending  agree- 
ment between  the  Minister  for  Finance  and  myself,  it  was  not  going  to 
be  possible  to  make  any  allocations  of  cover  or  any  commitments  to  Iraq 
at  the  fifth  Joint  Commission.  The  Minister  for  Trade  and  Marketing,  Mr 
Brennan  was  leading  the  Irish  delegation  to  the  fifth  Joint  Commission, 
spoke  to  me  on  November  the  2nd  1987  and  inquired  what  the  position 
was  as  regards  Export  Credit  Insurance  for  Iraq  having  regard  to  the 
aforesaid  decision  of  October  the  25th,  the  one  that  said  a  figure  must 
be  agreed  between  the  Minister  for  Industry  and  Commerce  and  the 
Minister  for  Finance.  I  told  him  that  the  current  limit  on  Export  Credit 
Insurance  for  Iraq  remained  at  150  million  and  that  it  had  almost  been 
reached  and  I  also  told  Mr  Brennan  that  cover  was  not  confined  to  par- 
ticular companies,  that  any  exporter  with  a  contract  would  have  an 
application  considered.  Of  course,  having  regard  to  their  track  record,  I 
did  not  envisage  that  any  other  beef  exporter  would  actually  secure  a 
contract  with  Iraq.  So,  while  the  Minister  for  Finance  indicated  to  me 
that  he  was  disposed  to  an  increase  in  the  ceiling,  he  also  indicated  that 
his  own  Department  viewed  my  proposed  increase  of  £120  million  as 
excessive.  I  was  still  very  much  of  the  view  that  a  substantial  increase  in 
the  ceiling  was  justified  and  that  the  least  that  would  suffice  was  £100 
million.  The  putting  in  place  of  this  new  cover  would  ultimately  have 
depended  on  how  the  Iraqi  repayments  situation  developed.  Whether 
exporters  could  negotiate  on  an  18  month  credit  basis  because  Iraqis 
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were  looking  for  2  years  at  this  stage  again  or  whether  satisfactory  terms 
of  cover  could  be  agreed.  And  on  my  on  going  view  of  Iraq  as  an  assign- 
able risk  an  increase  in  the  ceiling  of  £100  million  pounds  would  still  have 
allowed  £20  million  for  Hibernia,  £10  million  would  have  been  available 
for  the  smaller  beef  companies  and  £70  million  available  for  AIBP.  How- 
ever, had  any  exporter  other  than  AIBP  or  Hibernia  actually  got  a  con- 
tract and  after  the  experience  that  I  have  spoken  about  at  length  here 
since  1987,  I  did  not  believe  that  any  of  them  would,  I  would  not  have 
felt  obliged  to  confine  cover  to  AIBP  and  Hibernia  if  such  a  situation 
had  arisen.  But  in  the  any  event,  the  Department  of  Finance  did  not 
communicate  the  Minister's  agreement  to  an  increase  in  the  Iraqi  ceiling 
of  £100  million  until  November  the  23rd,  1988.  That  being  the  same  day 
that  I  ceased  to  be  Minister  for  Industry  and  Commerce  and  in  fact, 
moved  over  the  following  day  to  the  Department  of  Finance  to  take  up 
my  duties  as  Minister  for  Finance," 

From  this  evidence  it  is  quite  clear  that  on  the  21st  October  1988  that  the  Minister,  Mr 
Reynolds,  intended  with  Government  approval,  to  increase  the  ceiling  in  respect  of  cover 
for  exports  to  Iraq  by  £120m.  and  that,  in  his  view,  the  division  of  such  increased  amount 
would  be  £80m.  to  AIBPI,  £20m.  to  Hibernia  and  £20m.  in  respect  of  the  smaller  non- 
beef  exporters  to  Iraq  and  in  addition  that  there  would  be  a  "roll-over"  of  the  allocations 
already  made  to  these  companies.  As  stated  by  him:— 

"I  have  no  hesitation  in  saying  that  my  intentions  were  clear  and  they  would  have 
been  known  to  Mr  Timbs  and  to  anybody  else  at  the  meeting." 

When  the  amount  agreed  with  the  Minister  for  Finance  was  limited  to  £100m.  he  expressed 
the  view  that  the  division  would  be  £70m.,  £20m.  and  £10m. 

The  effect  of  the  "roll-over"  would  be  that  as  payments  were  made  in  respect  of  contracts 
already  insured,  further  insurance  would  be  granted  in  amounts  equivalent  to  the 
payments. 

As  the  amount  of  cover  granted  to  AIBPI  at  this  time  was  £69.42m.  and  to  Hibernia  was 
£28.52m„  this  allocation  (if  made)  would  increase  AIBPLs  cover  to  £139,42m.  and  Hiber- 
nian cover  to  £48.52m.  making  a  total,  in  respect  of  these  two  companies,  of  £187 .94m. 
out  of  a  total  allocation  of  £250m.  for  Iraq  and  £5 00m.  worldwide  and  no  cover  would  be 
available  for  any  other  exporter  of  beef  to  Iraq, 

The  granting  and  intended  granting  of  such  cover  and  the  amounts  thereof,  to  the  two 
companies  named,  was  a  cause  of  concern  to  the  other  meat  exporters  such  as  Halal,  Agra 
Trading  Ltd  and  Taher  Meats  Ltd,  who  felt  that  they  were  being  discriminated  against  by 
the  decisions  of  the  Minister  and  letters  were  written  by  them  protesting  against  such 
discrimination,  copies  of  which  letters  are  set  forth  in  the  course  of  this  report. 

In  addition,  Mr  O'Reilly,  Assistant  Secretary  to  the  Department  had  written  a  memo 
which  was  forwarded  to  the  Minister  on  the  22nd  day  of  March  1988  during  the  course  of 
which  he  sought  to  highlight  the  problem  and  stated  that:— 
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'4On  the  question  of  giving  further  cover  to  meat  exports,...  to  Iraq  there  are  some 
basic  considerations.  It  is  necessary  to  try  to  ensure  the  best  possible  price  for  Irish 
meat  but  it  is  also  necessary  to  be  seen  exercising  equity  in  the  allocations  of  cover. 
Within  those  factors  there  is  the  further  consideration  as  to  what  extent  the  State 
should  be  prepared  to  go  in  supporting  one  individual  entity.  The  outcome  of  continu- 
ing indefinitely  is  to  increase  the  dominance  of  that  entity  with  obvious  consequences. 
Incidentally  Goodman  International  have  let  over  100  people  go  at  Bailieboro. 

If  it  were  decided  to  go  that  road  there  should  be  no  difficulty  about  increasing  the 
£150m.  limit  which  would,  as  mentioned,  only  be  operative  after  the  legislation.  This 
could  be  done,  as  it  was  before,  with  the  approval  of  the  Minister  for  Finance. 

The  critical  issue  is  (i)  whether  to  do  so  and  (ii)  if  the  decision  on  (i)  is  YES  by  what 
amount.  It  seems  to  me  that  it  cannot  be  for  AIBP  alone.  There  are  other  applicants 
who  say  that  they  have  contracts  or  that  they  have  been  invited  to  tender.  On  what- 
ever additional  amount  of  cover  might  be  provided  for  AIBP  in  the  event  of  extending 
the  £150m  limit  it  seems  to  me  that,  as  their  increased  business  is  magnifying  the 
State's  risk,  they  would  have  to  accept  punishing  terms.  The  entity  operates  on  such 
a  scale  that  the  new  business  and  the  risks  attaching  to  it  should  be  borne  in  three 
equal  segments,  (i)  by  AIBP  (they  carried  all  their  risk  in  1985/1986),  (ii)  their  banks 
and  (iii)  the  State.  As  regards  (iii)  we  could  then  negotiate  terms  that  would  have  to 
be  very  stringent  and  would  have  to  be  more  demanding  than  those  in  the  existing 
bargain. 

The  same  kind  of  terms  would  have  to  be  required  of  other  meat  firms,  who  at  present 
enjoy  commitments  on  the  same  terms  as  AIBP,  if  they  were  to  be  given  extended 
cover  under  new  limits.  On  the  other  hand  equity  would  seem  to  require  that  any 
cover  commitment  given  under  extended  limits  for  Iraq  should  be  on  the  same  terms 
as  that  originally  given  in  commitments  to  AIBP  and  others. 

Because  it  is  obviously  wrong  in  terms  of  a  balance  in  the  total  exposure  I  would  be 
opposed  to  seeking  extended  cover  for  Iraq.  The  real  benefits  of  the  business  in  Iraq 
are  assumed  to  exist;  I  have  never  seen  any  analysis  of  them  in  precise  terms  or 
whether  such  benefits  might  be  obtained  by  exports  to  another  country.  One  develop- 
ment is  clear:  the  more  contracts  that  Irish  meat  entities  get  in  Iraq  the  more  they 
will  expect  Export  Credit  Insurance  cover  and  the  more  will  the  State's  exposure  in 
this  obviously  risky  market  be  increased.  Another  obvious  factor  is  the  consideration 
whether  Irish  entities  are  getting  the  business  because  other  countries  do  not  provide 
insurance." 

Dealing  with  his  decision  to  grant  export  insurance  cover  to  AIBPI  and  Hibernia  Meats 
Ltd,  the  Taoiseach,  Mr  Reynolds  in  his  evidence  said  that: 

uAt  this  stage  those  were  the  two  companies  that  were  in  the  market,  those  were  the 
two  companies  who  were  in  the  market  for  years,  those  were  the  two  companies  who 
developed  the  market  and  there  was  no  sign  of  anybody  else  around  in  the  market 
at  that  time,  and  indeed  there  was  a  reference,  at  one  stage,  from  the  Department's 
officials  and  advisers,  that  it  was  quite  clear  that  everybody  looking  for  Export  Credit 
could  not  possibly  be  satisfied." 

and  dealing  with  AIBPI  went  on  to  say: 
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"As  far  as  I  am  concerned  they  were  a  company  along  with  Hibernia  Meats,  who  had 
pioneered  the  market  and  gone  out  to  the  market  and  identified  the  market  and 
worked  and  developed  the  market  and  consequently  their  bona  fides  in  having  a 
contract  in  Iraq  was  not  a  concern.  That  is  the  criteria  I  would  ask,  what  was  the 
track  record  on  which  they  were  seeking  cover. 

....  Those  who  were  in  the  market  place  and  had  established  the  market  and  had  gone 
on  to  develop  the  market,  they  had  established  their  credentials  in  relation  to  support 
for  that  market,  and,  in  fact,  they  had  done  it  under  previous  administrations  and  if 
one  can  look  back  over  the  years,  those  were  the  same  two  companies  that  the  previ- 
ous Government  had  supported  in  the  Iraqi  market.  They  were  not  selected  as  some- 
body might  suggest.  Some  people  suggested  I  select  those  two  companies.  Those  two 
companies  were  being  supported  in  the  market.  Those  two  companies  by  their  own 
track  record,  had  pre-selected  themselves.  It  was  not  a  concern  because  the  people 
in  the  market  had  a  track  record". 

While  this  was  undoubtedly  true,  particularly  where  Goodman  International  (AIBPI) 
were  concerned,  Hibernia  Meats  had  traded  in  Iraq  through  a  French  company  CED 
Viandes  who  negotiated  the  contracts  there. 

AIBPI  had  exported  beef  to  Iraq  without  the  benefit  of  the  Export  Credit  Insurance 
throughout  the  period  of  the  Iran/Iraq  war  :  had  a  satisfactory  payment  record  in  respect 
of  such  exports  :  had  established  a  reputation  for  the  supply  of  beef  in  accordance  with 
contract  :  had  established  contacts  with  the  relevant  Iraqi  purchasing  authorities  and  had 
in  July  1987  negotiated  for  and  obtained  the  largest  contract  ever  ($  134.5m)  for  the  export 
of  Irish  beef  to  Iraq  and  had  an  unanswerable  case  to  be  allocated  Export  Credit  Insurance 
cover  if  such  cover  was  available  in  respect  of  at  least  portion  of  the  contract. 

Having  pioneered  and  established  a  market  in  Iraq,  Mr  Goodman  was  concerned  to  pro- 
tect it  and  as  stated  by  Mr  Reynolds  in  his  evidence: 

you  can  take  it  from  me  that  every  single  opportunity  both  Mr  Goodman  or  Mr 
Britton,  or  both,  took  every  opportunity  to  look  for  the  maximum  amount  of  export 
credit  wherever  they  could  get  it  and  they  believed  they  were  entitled  to  it  all  and 
that  nobody  else  was  entitled  to  any  and  they  made  no  bones  about  it.  The  same  with 
industrial  grants,  they  looked  for  the  maximum  and  canvassed  for  the  maximum,  and 
I  don't  think  any  of  them  would  deny  it  and  that  is  the  role  they  have  always  carried." 

Mr  Haughey's  evidence  in  this  regard  was  of  a  similar  vein. 

At  his  meeting  with  the  Minister  for  Industry  and  Commerce  on  the  13th  day  of  November 
1987  Mr  Goodman  according  to  the  Minister's  evidence  had  complained: 

"Goodman  had  complained,  during  the  course  of  this  meeting  that  both  Halal  and 
Agra  were  causing  him  difficulties  in  Iraq  by  cutting  prices.  I  take  the  view  that  such 
competition  between  Irish  exporters  can  only  be  of  benefit  to  foreign  consumers.  It 
is  against,  in  my  view,  the  national  interest  and  the  national  economic  interest  to 
allow  foreign  consumers  the  benefits  of  lower  prices/' 
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In  1988,  Halal,  Agra  Trading  and  Taher  Meats  were  informed  that  no  Export  Credit 
Insurance  was  available  because  the  limit  had  been  reached  and  when  in  October  1988, 
the  Minister  decided  to  increase  or  seek  to  increase  the  ceiling  that  the  portion  of  increase 
attributable  to  beef  exports  to  Iraq  would  be  divided  between  AIBPI  and  Hibernia  in  the 
proportion  hereinbefore  referred  to  for  the  reasons  given  by  the  Taoiseach  Mr  Reynolds 
in  his  evidence. 

It  is  alleged  that  the  allocations  of  Export  Credit  Insurance  cover  set  forth  in  this  Report: 

(1)  were  made  for  political  reasons  and  because  Mr  Goodman  was  extremely  person- 
ally close  to  members  of  the  Government; 

(2)  constituted  acts  of  blatant  favouritism; 

(3)  disadvantaged  rival  exporters  and  exporters  of  other  products; 

(4)  strengthened  the  position  of  the  Goodman  Group  within  the  beef  processing  and 
allied  trades  contrary  to  the  interests  of  farmers  and  employees  and  of  exporters 
in  other  sectors. 

(5)  that  the  Taoiseach  Charles  J  Haughey  caused  the  Minister  for  Industry  &  Com- 
merce to  cancel  the  allocation  of  Export  Credit  Insurance  to  Halal  as  a  result  of 
the  intervention  of  Mr  Laurence  Goodman. 

There  is  no  doubt  but  that  the  allocation  of  Export  Credit  Insurance  in  the  amounts  which 
were  allocated  to  AIBPI  and  Hibernia  Meats  Ltd  with  the  consequent  effect  that  no 
Export  Credit  Insurance  cover  was  available  to  other  exporters  of  beef  to  Iraq,  placed 
other  beef  exporters  at  a  considerable  disadvantage  when  seeking  to  negotiate  contracts 
for  the  export  of  beef  to  Iraq. 

As  appears  from  the  reports  of  the  4th  and  5th  Irish-Iraqi  Commission,  the  Iraqi  authorit- 
ies at  all  times  sought  a  credit  period  in  respect  of  such  exporters  starting  at  12  months 
and  finally  reaching  agreement  on  18  months  credit. 

As  a  result  of  the  size  of  the  contracts  involved,  exporters  who  had  not  the  security  of  a 
promise  of  Export  Credit  Insurance  with  the  benefits  of  Short  and  Medium-Term  Finance 
which  was  dependent  thereon,  were  at  a  very  considerable  disadvantage  in  seeking  to 
obtain  such  contracts. 

The  allocation  of  cover  for  beef  exports  to  Iraq  and  the  amount  thereof  left  very  little 
available  for  exporters  of  other  products  to  Iraq,  but  no  evidence  was  adduced  to  establish 
that  any  non-beef  exporters  were  deprived  of  Export  Credit  Insurance  in  respect  of  non- 
beef  exports  to  Iraq. 

The  cover  and  assurances  in  respect  thereof,  given  by  the  Minister  for  Industry  &  Com- 
merce to  AIBPI  undoubtedly  strengthened  the  position  already  established  by  them  in 
the  market,  and  the  failure  to  grant  similar  cover  or  assurances  of  cover  to  other  potential 
beef  exporters  from  Ireland  undoubtedly  placed  them  at  a  disadvantage  and  had  the  effect 
of  further  strengthening  and  protecting  the  interests  of  the  Goodman  Group  in  Iraq. 


Export  Credit  Insurance 


231 


The  Tribunal  does  not  suggest  or  seek  to  imply  that  this  was  the  intention  or  motive  of 
the  Minister  for  Industry  and  Commerce  in  making  these  decisions  but  rather  was  the 
effect  of  such  decisions. 

Before  receiving  an  offer  of  or  commitment  to  grant  Export  Credit  Insurance,  neither 
AIBPI  nor  Hibernia  Meats  Ltd  (who  at  all  times  were  partially  fulfilling  contracts  on 
behalf  of  CED  Viandes)  were  required  by  the  Minister  for  Industry  and  Commerce  to 
produce  confirmation  of  an  executed  contract  for  the  sale  of  beef  to  the  Iraqi  authorities 
whereas  any  other  beef  exporters  were  so  required. 

The  Minister  for  Industry  and  Commerce's  decision  in  this  regard  was  made  on  the  basis 
of  what  he  described  as  tbthe  track  record"  of  these  companies:  they  had  previously  shown 
their  capacity  to  negotiate  and  fulfil  contracts  in  that  market  whereas  the  other  companies 
had  not  and  this  is  particularly  established  in  the  case  of  AIBPI. 

This  undoubtedly  gave  an  advantage  to  AIBPI  and  Hibernia  Meats  Ltd  (who  negotiated 
through  their  parent  company,  CED  Viandes)  who  were  able  to  negotiate  and  conclude 
their  contracts  with  the  Iraqi  authorities  in  the  reasonable  expectation  that  they  would  be 
granted  such  Export  Credit  Insurance  as  would  be  available,  whereas  other  companies, 
such  as  Halal,  Agra  Trading  Limited,  Taher  Meats  Ltd  and  other  beef  exporting  compan- 
ies would  be  expected  to  enter  into  contracts  and  assume  the  risks  inherent  in  the  fulfil- 
ment of  such  contracts  without  any  guarantee  other  than  that  their  applications  for  Export 
Credit  Insurance  would  be  considered. 

It  was  alleged  that  these  decisions  were  made  for  political  reasons  and  because  Mr  Good- 
man was  extremely  personally  close  to  members  of  the  Government. 

There  is  no  evidence  to  suggest  that  either  the  Taoiseach  at  the  time  or  the  Minister  for 
Industry  &  Commerce  at  the  time  was  personally  close  to  Mr  Goodman  or  that  Mr  Good- 
man had  any  political  associations  with  either  of  them  or  the  Party  that  they  represented. 

Because  of  the  position  of  Mr  Goodman  in  the  agricultural  life  of  the  country  and  because 
of  the  obvious  concerns  of  the  Taoiseach  and  the  Minister  for  Industry  &  Commerce  to 
develop  the  agri-food  sector  of  the  economy  and  exports  of  value  added  products,  leading 
to  job  creation  there  is  no  doubt  but  that  Mr  Goodman  had  reasonably  ready  access  to 
members  of  the  Government,  including  the  Taoiseach  and  the  Minister  for  Industry  & 
Commerce  for  the  purpose  of  discussing  his  plans  for  the  development  of  his  companies 
and  his  exports.  It  is  clear  that  he  had  similar  access  to  the  previous  Taoiseach,  Mr  Fitzger- 
ald and  members  of  his  Government- 
Mr  Goodman  at  all  times  availed  of  such  access  for  the  purpose  of  the  development  of 
his  company  and  its  exports  to  Iraq  and  pressed  for  the  introduction  of  Export  Credit 
Insurance  and  the  grant  of  Insurance  cover1  in  respect  of  his  exports  to  Iraq  and  at  all 
times,  as  stated  by  the  Taoiseach  and  the  Minister  for  Industry  &  Commerce,  argued  the 
«ase  that  his  company,  having  developed  the  market  should  be  entitled  to  the  full  support 
<rf  the  Government  and  that  such  Export  Credit  Insurance  as  was  available  should  be 
panted  to  his  companies  and  not  to  competitors,  particularly  those  whom  he  stated  to 
^feave  been  involved  in  price-cutting. 
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The  views  of  the  Goodman  Group  in  this  regard  were  clearly  expressed  in  the  paragraph 
excised  from  the  controversial  letter  dated  the  27th  day  of  November  1987  at  the  request 
of  Mr  Timbs  and  which  paragraph,  representing,  as  it  does,  the  clear  view  of  the  Group, 
warrants  repetition: — 

"From  a  marketing  perspective,  it  is  imperative  that  the  Iraqis  see  a  united  front  from 
the  sellers  of  Irish  beef  in  order  to  preserve  the  price  premium  now  clearly  estab- 
lished. The  Brazilian  exporters  openly  compete  with  one  another  in  Iraq  and  this  fact 
has  been  exploited  in  full  by  the  Iraqis  as  is  evidenced  by  the  successive  reductions 
in  selling  price  accepted  by  the  Brazilians  in  recent  tenders.  For  Ireland,  a  single  voice 
is  an  essential  marketing  tool  to  prevent  such  an  occurrence.  Because  of  our  history 
in  the  market,  AIBP  should  be  that  voice  and  I  would  therefore  request  that  your 
Department  reject  sundry  applications  for  credit  from  various  Irish  suppliers  in  order 
to  prevent  a  repetition  of  the  Brazilian  experience." 

It  would  appear  that  the  Minister  for  Industry  &  Commerce  accepted  the  arguments  put 
before  him  by  Mr  Goodman  and  without  any  independent  appraisal  but  based  on  his 
experience,  formed  the  view  that  it  was  against  the  national  interest  and  the  national 
economic  interest  to  allow  foreign  consumers  the  benefit  of  lower  prices  which  he  feared 
would  happen  if  Export  Credit  Insurance  were  granted  to  beef  exporters  other  than  AIBPI 
and  Hibernia  Meats  Ltd  and  decided  that  Export  Credit  Insurance  cover  should  only  be 
granted  to  these  two  companies. 

In  forming  this  view,  he  considered  that  he  was  dealing  with  commercial  beef,  as  already 
defined,  and  that  price-cutting,  if  it  existed,  could  have  affected  the  price  paid  for  cattle 
on  the  Irish  market  and  lessened  the  benefit  to  the  Irish  economy.  However  84%  of  the 
beef  exported  by  AIBPI  during  1987  and  1988  and  75%  of  the  beef  exported  by  Hibernia 
Meats  Ltd  consisted  of  beef  purchased  from  Intervention  Stock.  This  beef  had  been  pro- 
cessed some  considerable  time  before,  the  suppliers  had  been  paid,  the  beef  processed 
and  sold  into  Intervention.  The  purchase  of  such  beef  and  its  export  to  Iraq  conferred 
very  little  benefit  to  the  Irish  economy  and  the  export  of  beef  sourced  outside  the  State 
(38%  of  the  beef  exported  by  AIBPI,  and  18%  of  the  beef  exported  by  Hibernia  Meats 
Ltd)  conferred  none. 

While  the  decisions  made  by  the  Minister  for  Industry  and  Commerce  with  regard  to 
the  allocation  of  Export  Credit  Insurance  in  respect  of  exports  to  Iraq  in  1987  and  1988 
undoubtedly  favoured  AIBPI  and  Hibernia  Meats  Ltd,  in  the  sense  that  they  were  the 
beneficiaries  of  such  decisions,  the  decisions  were  made  by  him  having  regard  to  his  con- 
ception of  the  requirements  of  the  national  interest  and  there  is  no  evidence  to  suggest 
that  his  decisions  were  in  any  way  based  on  improper  motives,  either  political  or  personal. 

The  Tribunal  has  set  forth  all  the  relevant  evidence  with  regard  to  the  re-introduction  of 
the  Scheme  of  Export  Credit  Insurance  in  respect  of  exports  to  Iraq,  the  increase  in  the 
ceiling  in  respect  thereof  made  by  the  Government  Decision  on  the  8th  day  of  September 
1987,  the  allocations  of  cover  made  subsequent  to  that  decision,  the  refusals  to  grant 
applications  for  cover  under  the  Scheme,  and  reasons  given  for  such  refusals,  the  increase 
in  the  statutory  ceiling  from  £300m  to  £500m  by  virtue  ot  the  provisions  of  the  Insurance 
(Export  Guarantees)  Act  1988  enacted  on  the  5th  day  of  July  1988,  the  subsequent 
increase  in  the  ceiling  to  f 250m  in  respect  of  exports  to  Iraq  agreed  between  the  Minister 
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for  Industry  and  Commerce  and  the  Minister  for  Finance  pursuant  to  the  Government 
decision  of  the  25th  October  1988  and  the  proposed  allocation  of  the  cover  thereby 
granted  and  the  reasons  given  by  the  Taoiseach  and  the  then  Minister  for  Industry  and 
Commerce,  Albert  Reynolds  TD  for  his  decisions  in  regard  thereto. 

The  Tribunal  has  set  forth  in  detail  the  facts  in  relation  to  each  of  the  allegations  made 
in  Dail  Eireann  with  regard  to  the  administration  of  the  Scheme  and,  the  alleged  abuses 
thereof,  and  the  effect  of  the  decisions  made  with  regard  to  the  administration  of  the 
Scheme. 

There  is  no  evidence  to  substantiate  in  any  way  the  allegation  made  that  the  Taoiseach 
Charles  J  Haughey  TD  caused  the  then  Minister  for  Industry  and  Commerce,  Albert 
Reynolds  TD  to  cancel  the  allocation  of  Export  Credit  Insurance  to  Halal  This  allocation 
was  withdrawn  by  Mr  Reynolds  TD  for  the  reasons  given  by  him  in  evidence  and  there  is 
no  evidence  of  any  intervention  by  the  then  Taoiseach,  Charles  J  Haughey  TD  in  this 
matter. 


The  decisions  made  by  the  Minister  for  Industry  and  Commerce,  Mr  Reynolds  TD,  to:— 

(i)  Re-introduce  Export  Credit  Insurance  in  April  1987  in  respect  of  exports  to  Iraq 
on  a  restricted  basis,  subject  to  a  limit  of  £45m.  and  to  stringent  conditions  as 
outlined  in  this  Report; 

(ii)  Seek  the  Governments  approval  to  increase  the  ceiling  on  insured  exports  to 
Iraq  from  £70m.  to  £150m,  which  approval  was  granted  by  decision  of  the  Gov- 
ernment made  on  the  9th  day  of  September  1987;  and; 

(iii)  seek  the  Government's  approval  to  increase  the  ceiling  for  insured  exports  to 
Iraq  from  £150m.  to  £270m.  in  October  1988,  which  ceiling  was  ultimately  agreed 
between  the  Minister  for  Industry  and  Commerce  and  the  Minister  fro  Finance 
as  a  result  of  the  Government's  decision  made  on  the  25th  day  of  October,  1988, 
in  the  sum  of  £250m, 

were  made  by  him  against  the  professional  advice  available  to  him,  which  advice  is  set 
forth  in  detail  in  the  course  of  this  Report. 

The  Taoiseach,  Albert  Reynolds,  TD,  freely  acknowledged,  in  the  course  of  his  evidence 
that  such  advice  was  available  to  him,  was  considered  and  disregarded  by  him  on  the  basis 
that  the  criteria  involved  in  the  No.  2  account  business,  to  which  all  these  decisions  related, 
was  whether  cover  should  be  granted  in  the  National  Interest  and  not  solely  on  a  commer- 
cial basis  and  has  given  in  evidence,  as  outlined  in  this  Report,  the  factors  which  he  took 
into  account  in  determining  the  requirements  of  the  national  interest  in  relation  to  the 
decisions  made  by  him. 

The  decision  to  increase,  or  authorise  the  increase  in,  the  ceilings  for  insured  exports  to 
Iraq  were  made  by  the  Government  on  the  8th  day  of  September  1987  and  on  the  25th 
ay  of  October  1988  and  decisions  with  regard  to  the  allocation  or  intended  allocation  of 
ver  within  such  ceiling  were  made  by  the  Minister  for  Industry  and  Commerce. 
Th 

was  "6CeSsity  for  the  decision  to  increase  the  ceiling  in  respect  of  insured  exports  to  Iraq 
'O  enable  consideration  to  be  given  to  the  application  dated  the  31st  August  1987 


234 


Chapter  Six 


from  Goodman  International  for  Export  Credit  Insurance  for  the  supply  of  beef  to  Iraq 
with  a  total  value  of  $134.5m. 

The  necessity  for  the  request  to  increase  the  ceiling  on  the  25th  October  1988  was  to 
enable  consideration  to  be  given  to  the  applications  made  by  AIBPI  for  Export  Credit 
Insurance  for  the  supply  of  beef  during  1988/'89  on  contract  value  at  $325m.  and  by 
Hibernia  Meats  Ltd  on  two  contracts  valued  at  $72m.  and  £10  respectively. 

AIBPI  had  exported  beef  to  Iraq  without  the  benefit  of  the  Export  Credit  Insurance 
throughout  the  period  of  the  Iran/Iraq  war  :  had  a  satisfactory  payment  record  in  respect 
of  such  exports  :  had  established  a  reputation  for  the  supply  of  beef  in  accordance  with 
contract :  had  established  contacts  with  the  relevant  Iraqi  purchasing  authorities  and  had 
in  July  1987  negotiated  for  and  obtained  the  largest  contract  ever  ($1 34.5m)  for  the  export 
of  Irish  beef  to  Iraq  and  had  an  unanswerable  case  to  be  considered  for  allocation  of 
Export  Credit  Insurance  cover  if  such  cover  was  available  in  respect  of  at  least  portion  of 
the  contract. 

The  basis  for  these  decisions  was  that  they  were  in  the  "national  interest"  and  the  deter- 
mination  of  the  requirements  of  the  national  interest  in  these  matters  is  a  matter  for  the 
Government  and  the  Minister  for  Industry  and  Commerce. 

Section  2  of  the  Insurance  Act  1953  as  amended  provides  that: — 

"(l)(a)  For  the  purposes  of  encouraging  the  exportation  of  goods  and  the  provision 
of  such  services  as  are  specified  from  time  to  time  by  order  made  by  the 
Minister,  the  Minister,  with  the  consent  of  the  Minister  for  Finance,  may 
make  arrangements  for  giving  to,  or  for  the  benefit  of,  persons  carrying  on  a 
business  or  profession  in  the  State  guarantees  in  connection  with  the  export, 
manufacture,  treatment  or  distribution  of  goods,  the  provision  of  services  or 
any  other  matter  which  appears  to  the  Minister  conducive  to  that  purpose." 

The  purpose  of  providing  Export  Credit  Insurance  and  other  guarantees  in  connection 
therewith  is  clearly  stated  to  be  for  the  purposes  of  encouraging  the  exportation  of  goods 
and  the  provision  of  such  services  as  specified  from  time  to  time  by  order  of  the  Minister. 

The  encouragement  of  exports  is  clearly  public  policy  within  this  State. 

The  amount  available  for  export  credit  insurance  was  by  virtue  of  the  terms  of  the  statutes 
limited  and  as  consequence  of  such  limitation,  choices  undoubtedly  have  to  be  made 
between  different  products,  different  destinations  and  between  particular  applicants  within 
these  categories.  In  making  these  choices  strict  criteria  with  regard  to  the  economic  benefit 
to  the  Exchequer  should  be  applied. 

By  virtue  of  the  terms  of  the  judgement  of  the  Supreme  Court  in  the  case  of  the  Attorney 
General  -v-  the  Sole  Member  of  the  Tribunal  the  Tribunal  was  precluded  from  inquiring 
into  and  reporting  on  the  factors  which  influenced  the  Government  in  reaching  its  decision 
to  increase  such  ceilings. 
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In  the  course  of  his  judgment  in  that  case  the  Chief  Justice  stated: 

"I  would,  therefore,  conclude  that  the  claim  for  confidentiality  of  the  contents  and 
details  of  discussions  at  meetings  of  the  Government,  made  by  the  Attorney  General 
in  relation  to  the  inquiry  of  this  Tribunal  is  a  valid  claim.  It  extends  to  discussions 
and  to  their  contents,  but  it  does  not,  of  course,  extend  to  the  decisions  made  and  the 
documentary  evidence  of  them,  whether  they  are  classified  as  formal  or  informal 
decisions.  It  is  a  constitutional  right  which,  in  my  view,  goes  to  the  fundamental 
machinery  of  government,  and  is,  therefore,  not  capable  of  being  waived  by  any  indi- 
vidual member  of  a  government,  nor  in  my  view,  are  the  details  and  contents  of 
discussions  at  meetings  of  the  Government  capable  of  being  made  public,  for  the 
purpose  of  this  Inquiry,  by  a  decision  of  any  succeeding  Government." 

Recommendation 

The  Tribunal  recommends  that: 

(I)  in  regard  to  that  portion  of  the  Scheme  which  is  operated  by  the  Minister  in  the 
"national  interest"  that  the  Minister  should  make  arrangements  with  the  Minis- 
ter for  Finance  for  the 

(a)  establishment  of  procedures  to  govern  the  manner  in  which  applications  for 
such  insurance  should  be  made,  specifying  in  particular: 

(i)  whether  such  applications  should  be  made  to  the  Insurance  Corporation 
of  Ireland,  or  other  duly  authorised  Agent  of  the  Minister,  or  to  the 
Department  of  Industry  and  Commerce  or  other  Department  respons- 
ible under  the  Insurance  Act  1955-1988  for  the  administration  of  the 
Scheme; 

(ii)  the  information  which  should  be  contained  in  the  application  with 
regard  to  the  nature  and  source  of  the  product  being  exported  in  respect 
of  which  insurance  cover  is  sought,  the  size  of  the  contracts,  the  number 
of  jobs  involved  and  the  importance  of  the  contract  to  the  applicant; 

(iii)  the  conditions  upon  which  such  insurance  would  be  granted  dealing  in 
particular  with  the  extent  of  cover,  the  premium  to  be  charged,  the 
period  of  cover  and  the  claims  waiting  period; 

(iv)  the  criteria  to  be  applied  in  the  consideration  of  such  applications, 
including  the  terms  of  economic  benefit,  the  apportionment  between 
export  destinations,  the  contributions  to  the  Exchequer,  and  the  risk  in 
the  regard  to  repayment; 

(b)  all  necessary  information  with  regard  to  the  foregoing  should  be  available 
and  made  available  to  all  potential  exporters. 

(c)  that  in  the  event  of  an  application  for  such  guarantees  and  insurance  being 
refused  on  any  ground,  other  than  lack  of  availability  of  such  insurance,  the 
applicant  should  be  notified  of  the  reason  for  such  refusal  and  be  afforded 
the  opportunity  of  making  submissions  to  the  Minister  in  regard  to  such 
refusal  and  the  grounds  therefor. 
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(d)  that  in  the  case  of  the  export  of  food  and  dairy  products  the  views  of  the 
Minister  for  Agriculture  and  Food  be  obtained. 

(II)  Having  regard  to  the  potential  liability  on  the  Exchequer  if  default  in  payment 
is  made  by  the  purchaser,  an  allocation  of  cover  for  an  amount  in  excess  of  £3m 
should  only  be  made  by  the  Minister,  with  the  specific  consent  of  the  Minister 
for  Finance. 


CHAPTER  SEVEN 


Industrial 
Development 
Authority 


On  the  12th  day  of  June  1987  the  Authority  considered  a  proposal  by  Goodman  Interna- 
tional Limited  to  undertake  a  Five  Year  Development  Plan  1987  —  1992  in  respect  of  its 
Beef  Operations  in  Ireland. 

Having  considered  such  proposal,  the  Authority  recommended  to  the  Government  that 
the  following  facilities  be  approved  for  the  project: — 

(i)  For  Phase  1  (added  value  projects)  a  New  Industry  Grant  of  £16.77m.  towards  the 
cost  of  eligible  fixed  assets  (at  a  number  of  locations)  estimated  at  £80.5m.  or 
20.833%  of  approved  eligible  expenditure,  whichever  is  the  lesser. 

(ii)  For  Phase  11  (expansion  projects)  a  New  Industry  Grant  of  £8.23m.  towards  the 
cost  of  eligible  fixed  assets  (at  a  number  of  locations)  estimated  at  £39.5m.  or 
20.833%  of  approved  eligible  expenditure  whichever  is  the  lesser. 

(iii)  The  purchase  by  the  IDA  of  £5  million  of  redeemable  preference  shares  (£2.5  m. 
to  be  purchased  in  year  1  of  the  project  and  £2. 5m.  to  be  purchased  in  year  2)  to 
be  redeemed  by  the  company  in  equal  amounts  of  flmillion  at  the  end  of  years 
6  to  10  inclusive.  The  timing  of  the  payment  of  the  above  amounts  to  be  subject 
to  the  IDA  Natural  Resources  Division  being  satisfied  with  the  company's  invest- 
ment proposals  for  the  immediately  following  period. 

The  Governments  permission  for  such  expenditure  was  necessary  because  of  the  provi- 
JS?  of  Section  34  of  the  Industrial  Development  Act,  1986. 

m 
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The  approval  sought  was  expressed  to  be  subject  to  the  following  conditions: — 

(a)  Normal  grant  conditions  including  Grant  Payments  Department  approval  of  fixed 
asset  expenditure  and  the  environmental  aspects  of  the  project. 

(b)  (i)  Goodman  International  Ltd.  proceeding  with  the  three  new  Phase  1  plants 

only  to  the  extent  that  the  IDA  in  consultation  with  the  Department  of  Agri- 
culture is  satisfied  that  the  national  herd  will  increase  by  up  to  an  additional 
150,000  cattle  and  up  to  an  additional  250,000  sheep. 

or 

(ii)  Goodman  International  Ltd.  proceeding  with  Phase  11  on  the  basis  of  altern- 
ative proposals  for  securing  the  necessary  raw  material  supply  in  a  manner 
which  would; 

— not  adversely  affect  raw  material  supplies  for  other  existing  processors 

— and  would  result  in  additional  added  value  to  the  satisfaction  of  the 
Authority. 

(c)  The  cancellation  of  the  unpaid  grant  balances  previously  approved  for  the  Good- 
man International  Limited  companies  listed  below: 


Year 

Approved 


Grant 
Programme 


Grant 
Approval 


Grant 
Paid 


Balance  to  be 
Cancelled 


Anglo  Irish  (Bagenalstown) 


1972 
1972 
1973 


Re-Equipment 
Training 
New  Industry 


31,300 
8,500 
228,000 


30,300 
2,988 
63,140 


1,000 
5,512 
164,860 


Anglo  Irish  (Ravensdale) 


1981 
1976 
1974 

Anglo  Irish 
1978 

Anglo  Irish 

1975 
1981 
1983 


Training 
New  Industry 
Re-Equipment 

(Ardee) 

New  Industry 

(Cahir) 

Re-Equipment 

Training 

Research  & 
Development 


27,285 
1,754,770 
128,750 


3,600.000 


126,000 
154,350 
27,000 


9,219 
Nil 
98,400 


Nil 


125,000 
22,628 
Nil 


18,066 
1,754,770 
30,350 


3,600.000 


1,000 

131,722 
27,000 
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(d)  A  performance  clause  in  standard  form  relating  to  jobs  as  outlined  below 
included  in  the  Grant  Agreement  together  with  a  clawback  clause  which  will 
provide  that  grants  paid  in  year  1  —  5  will  be  repayable  at  the  end  of  year  5  in 
proportion  to  the  failure  to  achieve  job  targets  and  a  similar  clawback  clause  to 
operate  at  the  end  of  year  8  in  respect  of  years  6  —  8. 

The  Authority  agreed  that  the  annual  job  increase  from  a  base  of  783  would 
be  an  appropriate  measure  of  performance  on  the  basis  that  the  Irish  economy 
expenditures  would  develop  in  line  with  the  growth  in  jobs;  the  relevant  jobs  to 
exclude  those  having  existed  in  the  previous  12  months  in  facilities  taken  over  or 
replaced. 


Performance  Clause  —  Targetted  Performance 

Year  Number 


Base  1         2         3         4         5         6  7 

♦Cumulation  783      833       913     1025     1148     1273     1411  1447 

Permanent  Jobs 

♦Including 
Cumulative 
Additional  for: 

—Phase  I  40        90       162      215       270      341  344 

—Phase  II  10        40        80      150      220      287  320 

Review  dates 

31  December  1988     1989     1990     1991     1992     1993  1994 

Grant  Payments 

(Phase  I  &  II)  £5m      £5m      £5m      £5m  £5m 


The  Authority  noted  that  the  figures  are  based  on  the  company  investing  £24m. 
in  fixed  assets  each  year  and  are  subject  to  change  depending  on  the  progress  of 
the  project  provided  that  any  increase  in  grant  payment  will  be  matched  by  a  pro 
rata  increase  in  the  targeted  job  figure. 

The  Authority  noted  that  the  Irish  economy  expenditure  figures  are  expected  to 
be  as  set  out  below: 

Irish  Economy  Expenditure  Figures:  (Phases  1  &  11) 

Year  Number 

Base         1         2         3         4         5         6  7 

IEE  Build-up 

(£00°)  31     3078     8331    14954    23295    31293    38165  38859 

Incremental 

(IEE  £000)  31     3047     5253     6623     8341     7998     6872  694 
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(e)  The  general  development  clause  in  the  Grant  Agreement  providing  for  Irish  eco- 
nomy expenditure  to  be  substantially  in  line  with  the  company's  projections  as 
set  out  above. 

(/)  A  formal  review  of  the  company's  overall  development  plan  to  be  carried  out  each 
year  by  Natural  Resources  Division  such  review  to  take  account  of  the  company's 
performance  against  its  projections  and  its  overall  progress  towards  full  imple- 
mentation of  the  development  plan,  as  required  for  the  purposes  of  the  general 
development  clause  in  the  Grant  Agreement. 

(iv)  Permission  for  appropriate  re-allocation  of  grants  between  various  locations 
as  deemed  necessary  by  Natural  Resources  Division  of  IDA  to  enable  the 
company  to  carry  out  the  project. 

2.  Recommends  that  the  Government  note  that  the  financing  of  the  project  is  based  on 
the  assumption  of  the  availability  of  a  loan  facility  of  £120m.  under  the  "Swap"  currency 
Section  84  scheme  (as  available  in  line  with  current  Central  Bank  and  Revenue  Commis- 
sioners regulation)  and  on  the  assumption  that  no  liability  to  Capital  Gains  Tax  in  respect 
of  such  loan  facility  would  arise  in  this  case. 

3.  Recommends  that  the  Government  note  that  the  cost  to  the  Irish  Exchequer  of  the 
S.84  Swap  facility  is  likely  to  be  less  than  £4m.  per  annum  over  the  life  of  the  loan.  This 
would  increase  the  cost  per  job  of  the  project  from  £45,180  on  the  basis  of  the  New 
Industry  Grants  and  Preference  Shares  as  at  (i),  (ii)  and  (iii)  above  to  approximately 
£90,000  (assuming  66%  Irish  sourced  S.84  facilities). 

4.  Recommends  that  the  Government  be  asked  to  note  that: 

(a)  the  Authority  will  require  that  the  Grant  Agreement  provide  that  Goodman 
International  Ltd.  will  agree  to  allow  IDA  to  undertake  an  independent  evalu- 
ation of  the  overall  marketing  strategy  which  will  confirm  to  the  satisfaction  of 
the  Authority  the  key  marketing  elements  of  the  proposal.  In  the  event  of  such 
evaluation  not  confirming  the  marketing  strategy,  the  Authority  would  reserve 
the  right  to  review  its  assistance  for  the  project  accordingly. 

(b)  the  Authority  will  require  that  Goodman  International  Ltd.,  Goodman  Holdings 
Ltd.  and  Anglo  Irish  Beef  Processors  Ltd.  will  be  parties  to  the  Grant  Agreement. 

(c)  The  Authority  will  require  that  the  Grant  Agreement  will  provide  that  the  pro- 
moters will  use  their  best  endeavours  to  ensure  the  early  transfer  of  boning-out 
operations  currently  carried  out  under  contract  in  the  U.K.  to  Ireland. 

(d)  The  Authority  will  require  that  the  Grant  Agreement  will  provide  that  the 
Audited  Annual  Accounts  of 

— Goodman  International  Ltd 

— and  Goodman  Holdings  Ltd 

will  be  provided  to  IDA,  tor  the  duration  of  the  Grant  Agreement. 

(e)  No  Training  or  R&D  Grants  are  proposed  in  respect  of  the  project. 
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5.  Noted  that  the  Board  has  agreed  to  the  issue  of  a  letter  confirming  that: 

(a)  IDA  will  use  its  best  endeavours  to  support  Goodman  International  Limited  in 
the  arrangement  of  a  loan  facility  of  £120m.  under  the  "Swap"  currency  Section 
84  arrangement. 

(b)  On  foot  of  the  negotiated  package,  the  IDA  will  use  its  offices  in  strong  support 
of  the  company,  in  consultation  with  the  Department  of  Agriculture,  in  the  com- 
pany's application  for  FEOGA  grants  at  the  maximum  level. 

On  the  16th  day  of  June  1987  the  Government  agreed  to  support  the  development  and 
approved  the  financing  package  on  the  basis  set  out  in  the  proposal  submitted  by  the 
Authority. 

By  letter  dated  the  17th  June  1987  Mr  Loughrey,  Assistant  Secretary  in  the  Department 
of  Agriculture  and  Food  wrote  to  the  Secretary  of  the  Authority  as  follows: 

ATTENTION:  Mr  John  Kerrigan 

Dear  Sir, 

"I  am  directed  by  the  Minister  for  Agriculture  and  Food  to  refer  to  grant  and  other 
financing  proposals  for  a  major  development  by  Goodman  International  Ltd.  and  to 
inform  you  that  a  meeting  held  yesterday,  16  June  —  the  Government  agreed  to 
support  the  development  and  approved  the  financing  package  on  the  basis  set  out  in 
the  proposal  submitted  by  the  Authority. 

"In  particular  the  Government  approved 

(1)  IDA  capital  grants  totalling  £25,000,000 

(2)  IDA  redeemable  preference  shares  of  £5,000,000  to  be  taken  up  by  the  Authority 
and  repayable  at  £1,000,000  per  annum  after  five  years,  and 

(3)  current  swap  loans  under  Section  84  of  the  Corporation  Tax  Act,  1976,  with  an 
estimated  capitalised  value  of  £30,000,000. 

Yours  faithfully 


John  Loughrey 
Assistant  Secretary" 

On  the  18th  day  of  June  1987  a  Press  Conference,  presided  over  by  the  Taoiseach,  was 
held  to  announce  the  plans  for  AIBP  to  expand  their  meat  plants  around  the  Country. 

Present  thereat  were  The  Taoiseach  and  other  members  of  the  Government,  representat- 
ives of  the  I.D.A,  and  Larry  Goodman. 

While  the  Government  had  approved  the  plan  as  put  forward  to  it  by  the  Authority,  the 
terms  of  the  Grant  Agreement  to  be  entered  into  between  the  IDA  and  the  Goodman 
0UP  stHl  had  to  be  agreed  and  were  the  subject  of  continuing  negotiation. 
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During  the  course  of  the  said  negotiations  certain  difficulties  arose,  particularly  with 
regard  to  the  performance  clause  referred  to  at  (b)  in  the  proposal  submitted  to  the 
Government  and  approved  by  it  on  the  16th  day  of  June  1987. 

The  Goodman  Group  objected  to  this  condition  being  inserted  in  the  Agreement. 

On  the  1st  day  of  March  1988  Mr  Lowery,  the  Executive  Director  of  the  IDA,  gave  to 
the  Authority  an  up-to-date  report  on  the  negotiations  with  regard  to  the  terms  of  the 
Grant  Agreement  and  it  was  noted,  by  the  Authority,  that  the  performance  and  claw-back 
clauses  were  being  objected  to  and  the  Authority  agreed  that  the  "Force  Majeure"  could 
apply  to  these  clauses  but  that  there  was  no  scope  for  otherwise  easing  the  requirement 
with  regard  to  the  insertion  in  the  Agreement  of  both  the  performance  clause  and  the 
clawback  clause. 

On  the  2nd  day  of  March  1988,  Mr  Aidan  Connor  of  the  Goodman  Group,  wrote  to  the 
IDA  confirming  the  Goodman  position  in  relation  to  the  performance  and  repayment 
clauses  in  the  draft  Grant  Agreement. 

Mr  Lowery  replied  to  Mr  Connor  by  letter  dated  the  4th  March  1988,  setting  forth  the 
position  of  the  IDA,  as  follows: — 

"Dear  Aidan 

Thank  you  for  your  letter  of  2  March  1988  confirming  the  Goodman  position  in 
relation  to  the  performance  and  repayment  clauses  in  the  draft  Grant  Agreement. 

The  Authority's  position  is  as  follows:— 

First,  the  job  creation  targets  in  the  Grant  Agreement  are  the  main  basis  on  which 
the  Authority  and  Government  approved  the  financial  support  package  for  the  pro- 
ject. The  year  by  year  performance  review  and  the  grant  repayment  provision  as  set 
out  in  the  draft  agreement  are  an  integral  part  of  the  Government's  decision  to  permit 
the  Authority  to  grant  aid  the  project. 

Second,  it  is  unreasonable  of  the  company  to  expect  that  £30m.  would  be  paid  out  by 
the  IDA  without  any  reference  as  to  whether  or  not  our  main  objective  for  the  project 
is  being  met  as  the  project  proceeds. 

Third,  the  job  targets  are  the  targets  proposed  by  the  company  itself.  They  substan- 
tially lag  the  proposed  payment  of  IDA  money  as  follows:— 

Period  Ending  31  Dec       Cumulative  Job  Target       Cumulative  IDA  Payment 


IR£ 


1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 


0 
50 
130 
242 
365 
690 
628 
664 


10* 

15 

20 

25 

30 


*  Includes  £5m  Preference  Shares. 
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Fourth,  at  our  meeting  here  on  Monday  and  Tuesday  last  we  offered  the  following 
significant  concessions  in  an  attempt  to  meet  the  specific  concerns  outlined  by  the 
company. 

(1)  the  performance  and  repayment  clauses  would  be  covered  by  "Force  Majeure". 
This  affords  the  company  a  mechanism  of  dealing  with  circumstances  outside  of 
the  company's  control  which  have  a  direct  impact  on  the  achievement  of  targets, 

(2)  the  annual  review  mechanism  puts  in  place  a  procedure  for  addressing  circum- 
stances causing  deviations  in  any  part  of  the  programme  and  relaying  them  to  the 
Authority  itself  for  consideration. 

In  addition,  I  indicated  that  a  decision  to  delay  or  reclaim  grants  would  be  a  matter 
for  the  Authority  itself  and  that  the  Authority  would  consider  all  relevant  facts  before 
deciding  on  a  course  of  action. 

Fifth,  we  find  it  impossible  to  understand  why  your  objections  to  the  performance 
and  repayment  clauses  surfaced  within  the  past  two  weeks.  These  provisions  were  in 
the  draft  agreement  issued  to  the  company  in  June  1987  and  remained  there  while 
the  agreement  was  negotiated  paragraph  by  paragraph  up  to  the  final  draft  in  Nov- 
ember  1987.  The  negotiations  with  the  IDA  were  concluded  by  a  team  from  Good- 
man International  up  to  Deputy  Chief  Executive  level. 

Finally,  the  IDA  remains  anxious  that  the  project  should  go  ahead  as  planned.  It  has 
expended  considerable  resources  in  facilitating  the  timely  start  up  of  the  project.  As 
part  of  the  "package"  and  of  our  undertakings  to  you  we  worked  directly  with  the 
banks  to  put  in  place  a  large  tranche  of  Swap  Section  84  funds  specifically  to  fund 
the  developments  in  the  programme  you  negotiated  with  us.  These  are  scarce  funds 
which  involve  an  Exchequer  cost.  (The  use  of  these  funds  for  projects  outside  the 
negotiated  beef  programme  would  be  contrary  to  your  commitments  to  us  relating  to 
the  use  of  those  funds  and  would  obviously  be  a  major  issue.) 

The  Authority  is  committed  to  the  total  project  as  considered  and  approved  by  the 
Government  and  itself  last  year.  As  already  indicated  the  performance  and  repayment 
clauses  are  part  of  a  Cabinet  decision. 

I  hope  that  upon  further  consideration  you  will  agree  that  we  have  done  everything 
within  reason  to  meet  the  concerns  raised  by  the  company  and  that  we  can  complete 
the  Grant  Agreement  immediately." 

Yours  sincerely 


Martin  Lowery 
Executive  Director. 

the  7th  day  of  March  1988,  Mr  Connor  replied  to  Mr  Lowery  as  follows:— 
"Dear  Martin, 

I  acknowledge  receipt  of  your  letter  of  the  4th  inst.,  in  relation  to  the  Grant 
Agreement. 
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Your  letter  demands  a  response  but  firstly,  it  may  be  helpful  to  outline  once  again 
the  basic  premises  which  underlies  all  of  our  negotiations. 

a)  Goodman  will  build  new  facilities  which  will  bring  the  Irish  meat  industry  to  the 
leading  edge  of  meat  technology. 

b)  The  IDA  will  grant  aid  the  building  programme  to  the  extent  of  20.833%  of  eli- 
gible capital  expenditure. 

c)  The  payback  for  the  IDA  will  be  the  creation  of  664  new  jobs  in  the  company  as 
a  direct  result  of  the  capital  expenditure. 

To  answer  your  points  more  fully: — 

(1)  The  job  targets  were  submitted  by  the  Company.  We  stand  over  them  absolutely. 
These  targets  were  also  agreed  and  accepted  by  the  IDA,  otherwise  you  would 
not  have  grant  aided  the  project.  We  are  confident  that  by  the  project's  end  in 
1995  we  will  have  lived  up  to  our  promises. 

(2)  The  creation  of  new  jobs  in  processing  will  lag  behind  the  building  programme 
and  the  expenditure  by  both  Goodman  and  the  IDA.  This  is  commonsense.  If  we 
do  not  build  the  new  facilities  and  operate  them  to  maximum  capacity,  how  can 
we  create  new  employment? 

(3)  The  programme  calls  for  IR  120  million  in  capital  expenditure  over  five  years. 
By  the  time  the  IDA  has  committed  its  IR  25  million  of  grants,  Goodman  will 
have  spent  IR  95  million.  Clearly,  Goodman  carries  the  greater  risk. 

(4)  To  give  you  greater  comfort  throughout  the  life  of  the  project,  we  agreed  to  an 
annual  review  wherein  the  IDA  would  have  access  to  all  information  it  considers 
necessary  to  monitor  not  just  this  project  but  the  entire  operations  of  Goodman 
International. 

(5)  We  also  agreed  to  the  ultimate  comfort  whereby  we  guarantee  to  repay  grant 
money  pro  rata  to  any  shortfall  in  the  jobs  target. 

(6)  Your  "concessions*'  are  neither  significant  nor  helpful.  In  the  case  of  "force 
majeure"  we  attempted  to  have  a  wide  definition  inserted  in  the  agreement  to 
cover  unforseen  circumstances.  Your  legal  department  emphatically  rejected  any 
attempt  at  such  a  definition  insisting  instead  to  rely  on  established  precedent  to 
define  force  majeure.  This  would  be  totally  inadequate  to  cover  our  problems  in 
this  instance. 

Furthermore,  the  Authority  (under  the  agreement)  reserves  unilateral  rights  on 
all  major  points.  There  is  no  right  granted  to  Goodman  to  dispute  any  decision 
of  the  Authority  except  under  the  lengthy  arbitration  procedures.  All  this  would 
lead  to  would  be  more  expensive  delays  which  is  precisely  what  we  are  seeking 
to  avoid  in  the  first  instance. 

(7)  The  very  reason  for  not  signing  the  draft  agreement  is  that  we  are  unhappy  with 
its  contents.  At  no  stage  did  we  acknowledge  it  as  a  "final"  draft. 

(8)  You  have  not  yet  fulfilled  your  obligations  in  relation  to  Section  84  financing. 
Only  about  50%  of  the  total  IR  120m.  has  been  committed  by  the  banks  at  this 
stage. 
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In  summary,  we  remain  ready  and  able  to  undertake  the  project  and  deliver  on  the 
targets.  Our  track  record  in  the  industry  and  our  history  of  substantial  investment  in 
Ireland  over  26  years  proves  our  capability  beyond  doubt.  What  we  are  asking  for  is 
the  IDA  to  agree  to  let  us  get  on  with  the  job  with  no  undue  delay  or  interference. 
If  we  fail  to  deliver  on  our  promises,  we  will  pay  back  any  money  to  which  we  are 
not  entitled.  Nothing  could  be  simpler  or  fairer  to  both  parties. 

We  are  prepared  to  sign  the  agreement  as  soon  as  this  small  change  is  incorporated 
in  it.  That  decision  rests  with  you. 

Yours  sincerely 


AID  AN  CONNOR 

Deputy  Chief  Executive  —  International 

The  Tribunal  has  considered  it  necessary  to  print  these  letters  in  full,  because  they  illus- 
trate the  point  at  which  negotiations  had  been  reached  with  regard  to  the  terms  of  the 
Grant  Agreement  and  illustrate,  in  particular,  the  clause  which  prevented  agreement  being 
reached  by  the  parties  as  of  the  7th  of  March  1988. 

On  the  8th  day  of  March  1988,  Mr  O'hUiginn,  Secretary  to  the  Department  of  An  Taoise- 
ach,  telephoned  Mr  Lowery  in  connection  with  the  Goodman  project. 

He  indicated  that  he  was  aware  of  the  difficulties  which  had  arisen  in  regard  to  the  Grant 
Agreement  with  Goodman  and  he  wondered  why  the  IDA  was  taking  such  a  hard  line  in 
requiring  both  : — 

(a)  Performance  Clause; 

(b)  Clawback  Clause. 

He  suggested  that  the  IDA  had  sufficient  protection  if  the  payment  of  money  were  linked 
to  fixed  capital  investment  by  Goodman  on  a  year  by  year  basis  and  that  the  "clawback" 
clause  would  come  into  play  later  on  if  the  expected  jobs  had  not  been  achieved. 

He  further  suggested  that  payment  on  foot  of  fixed  capital  investment  was  the  more 
norma!  basis  for  payment  of  IDA  grants. 

He  was  informed  by  Mr  Lowery  that  the  IDA  had  recently  introduced  the  practice  of 
linking  payment,  not  only  to  fixed  capital  investment  but  also  to  actual  job  creation  on  a 
yearly  basis. 

Mr  Lowery  informed  Mr  O'hUiginn  that  the  Authority  could  not  change  these  conditions 
as  they  were  an  integral  part  of  the  Government's  decision  to  permit  the  incentive 
Package. 


Mr  O'hUiginn 's  request,  Mr  Lowery,  faxed  him  copies  of  the  exchange  of  letters  with 
Goodman  Group  which  set  out  the  respective  positions.  This  was  done. 
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The  Cabinet  was  then  in  session  and  Mr  O'hUiginn,  on  his  own  initiative,  caused  the 
following  memorandum  to  be  sent  to  the  Taoiseach  in  Cabinet, 

"Subject:  Goodman  Project 

'The  IDA  position  is  that  they  consider  the  annual  job  performance  targets  to  be 
essential  protection  for  their  investment. 

"On  the  other  hand,  they  agree 

(a)  that  the  clawback  provision  which  is  covered  by  a  Goodman  International  Com- 
pany guarantee  ultimately  protects  their  money. 

(b)  that  the  draft  agreement  links  that  £5m.  annual  grants  to  annual  investment  in 
fixed  assets  of  f 24m.  Goodman  still  accepts  that  the  grant  should  be  at  the  agreed 
rate  of  20.833%  of  expenditure  incurred. 

Goodman,  however,  wants  to  change  to  a  single  7  year  clawback  review  from  the  5 
year  review  covering  years  1-5  and  the  8  year  review  covering  years  6-8  which  the 
original  Government  decision  envisaged. 

I  would  suggest  that  the  Government  could  decide  to  relax  the  annual  job  targets 
while  insisting  that  the  overall  target  of  664  new  permanent  jobs  be  adhered  to  and 
that  the  original  clawback  reviews  in  the  5th  and  8th  years  be  retained. 

Goodman  might  also  be  asked  to  give  revised  non-binding  annual  job  targets  which 
must  add  up  to  the  original  total  of  664  which  is  basically  what  the  Government 
decision  envisaged. 

I  attach  the  most  recent  correspondence  on  the  issue.  The  basic  stance  of  Goodman 
is  that  withholding  grants  for  the  building  programme  will  disrupt  the  project.  They 
regard  the  project  as  an  entirety  and  the  clawback  will  protect  the  State  investment 
if  the  job  targets  are  not  achieved." 


Padraig  O  hUiginn 
8th  March,  1988 

On  receipt  of  this  memorandum  the  Government  decided  that  the  Grant  Agreement  be 
amended  to  take  account  of  the  following: — 

(1)  the  overall  job  targets  were  the  essential  job  targets  to  be  attained; 

(2)  in  the  event  of  these  overall  targets  not  being  attained,  the  clawback  provision  would 
operate  after  the  fifth  and  eighth  years; 

(3)  the  annual  industrial  grants  should  be  related  to  the  annual  expenditure  by  the  com- 
pany in  fixed  assets,  based  on  the  principle  that  the  grants  should  represent  20.833 
per  cent  of  the  expenditure  incurred;  and 

(4)  Goodman  International  Limited  would  make  its  best  endeavours  to  attain  specified 
annual  job  targets  consistent  with  the  overall  job  targets  to  be  attained. 
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This  had  the  effect  of  removing  the  performance  clause  from  the  said  agreement. 

While  the  Government  had  so  decided,  Mr  John  Donlon,  Secretary  to  the  Department  of 
Industry  &  Commerce,  contacted  Mr  O'hUiginn,  Secretary  to  the  Department  of  An 
Taoiseach  and  informed  him  that  the  Government  had  no  power  to  amend  the  Grant 
Agreement,  that  it  was  a  matter  for  the  IDA 

After  discussion  with  Mr  O'hUiginn,  Mr  M.  Nally,  the  Secretary  to  the  Government 
amended  the  notification  of  the  decision  as  follows; — 

"8  Marta,  1988 

An  Riinai  Priobhaideach 

An  tAire  Talmhaiochta  agus  Bia 

I  am  to  refer  to  the  decision  S.  25217  dated  16  June,  1987  concerning  the  provision 
of  industrial  grants  to  Goodman  International  Limited  for  the  major  development  of 
its  Irish  meat  operations  and  to  inform  you  that,  at  a  meeting  held  today,  the  Govern- 
ment decided  that  the  decision  should  be  interpreted  as  follows: — 

(1)  the  overall  job  targets  were  the  essential  job  targets  to  be  attained; 

(2)  in  the  event  of  these  overall  targets  not  being  attained  the  clawback  provision 
would  operate  after  the  fifth  and  eight  years; 

(3)  the  annual  industrial  grants  should  be  related  to  the  annual  expenditure  by  the 
company  in  fixed  assets  based  on  the  principle  that  the  grants  should  represent 
20.833  per  cent  of  the  expenditure  incurred;  and 

(4)  Goodman  International  Limited  would  make  its  best  endeavours  to  attain  speci- 
fied annual  job  targets  consistent  with  the  overall  job  targets  to  be  attained. 

Dermot  Nally 
Riinai  Rialtais 


An  Riinai  Priobhaideach 
An  tAire  Airgeadais 

Mar  eolas  don  Aire." 

It  was  on  the  basis  of  this  communication  that  Mr  John  Loughrey,  Assistant  Secretary  of 
the  Department  of  Agriculture  and  Food  wrote  to  the  IDA  on  the  11th  day  of  March 
1988. 

On  the  15th  day  of  March  1988,  a  special  meeting  of  "the  Authority"  was  held  for  the 
purpose  of  considering  the  decision  of  the  Government  as  conveyed  to  them  by  the  letter 
dated  the  11th  day  of  March  from  Mr  Loughrey. 

The  Authority  had  obtained  legal  advice  on  the  interpretation  of  the  provisions  of  Section 
35  of  the  Industrial  Development  Act,  1986  and  were  satisfied  that  the  Government  had 
the  power  to  make  the  decision  conveyed  in  the  letter.  They  felt  bound  by  it  but  being 
satisfied  that  the  "clawback  clause"  provided  adequate  protection  for  the  investment  in 
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the  grant  package  they  agreed  to  the  deletion  of  the  ''performance"  clause  from  the  draft 
Agreement. 

Their  decision,  in  this  regard,  removed  the  last  remaining  obstacle  to  the  signing  of  the 
Agreement  which  was  formally  signed  on  the  22nd  day  of  March  1988. 

In  the  course  of  the  debate  on  the  Taoiseach's  motion  to  adjourn  the  Dail  on  the  9th  day 
of  March  1989,  Deputy  Desmond  said: — 

'Then  in  June  1987,  the  Government  decided  in  an  enormous  P.R.  exercise  and,  I 
believe,  against  the  wishes  of  the  IDA,  to  give  £25million  to  Laurence  Goodman 
including  a  plant  in  Tuam". 

On  the  same  occasion,  Deputy  MacGiolla  said: — 

"This  affair  has  also  raised  important  questions  about  the  extent  to  which  one  com- 
pany, or  indeed  one  person,  can  be  allowed  to  control  such  a  large  part  of  one  of  our 
most  important  industries.  The  Goodman  organisation  is  the  very  hub  around  which 
Fianna  Fail  seem  to  have  built  their  whole  food  development  policy  —  beef,  dairying 
and  now  sugar  confectionery.  Goodman  has  got  the  public  backing  of  the  Govern- 
ment as  has  been  pointed  out  by  Deputy  O'Malley,  of  over  £200  million  two  years 
ago,  that  is,  in  1987.  How  much  money  he  actually  got  we  do  not  know,  but  certainly 
backing  for  £200  million  or  £250  million  by  the  State  gives  him  tremendous  credit  in 
raising  finance  wherever  he  wishes  to  go.  It  is  understood  that  he  has  got  IDA  grants 
of  up  to  probably  £25  million.  There  is  also  some  evidence  which  has  been  brought 
to  my  attention  to  suggest  that  the  Taoiseach  himself  directly  intervened  with  the 
IDA  in  some  of  these  grants  to  get  the  IDA  to  drop  their  insistence  on  what  is  called 
the  performance  clause.  The  performance  clause  is  required  by  the  IDA  in  their 
contracts  when  issuing  grants  and  this  performance  clause  was  dropped  in  the  case  of 
grants  to  the  Goodman  company.  I  do  not  know  why  that  should  be  so.  This  is  a 
hugh  concern.  It  accounts  for  more  that  42  per  cent  of  the  total  beef  exports  from 
this  county.  Alone  they  now  probably  account  for  up  to  6  per  cent  of  our  gross 
national  product.  They  seem  intent  on  gobbling  up  more  of  the  food  industry." 

On  the  24th  day  of  May  1991  in  the  course  of  the  motion  establishing  this  Tribunal  Deputy 
Bruton  said: — 

"The  first  one  was  —  and  I  stand  over  it  —  that  when  Mr  Goodman  was  applying 
for  assistance  for  his  major  Five-Year  Plan  for  the  beef  industry,  rather  than  that  this 
examination  be  undertaken  by  the  Industrial  Development  Authority  in  a  normal 
unhurried  way  where  such  a  large  commitment  of  public  funds  would  be  examined 
carefully  and  dispassionately  that  particular  grant  package  was  rushed  through  by  the 
IDA  under  political  pressure  and  also  rushed  through  the  Department  of  Finance 
under  similar  political  pressure,  and  the  responsible  authorities  in  the  IDA  were  not 
able  to  assess  that  application  properly  because  of  political  pressure. 

Furthermore,  I  assert,  the  fact  that  that  particular  application  was  approved  in  that 
way  with  the  Taoiseach's  own  personal  intervention  made  it  more  difficult  for  other 
competing  firms  in  the  beef  industry  to  apply  for  funds  because,  given  that  there  is 
only  a  limited  number  of  cattle  available  for  slaughtering,  if  one  firm  has  been  given 
the  go-ahead  for  expansion  along  particular  lines  that,  more  or  less,  precludes  the 
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creation  of  capacity  in  other  firms.  I  contend  that,  whereas  the  IDA  should  have  been 
allowed  io  assess  that  dispassionately,  looking  at  not  only  all  the  applications  before 
them  but  all  the  potential  applications  that  they  might  receive  in  the  future,  as  a  result 
of  the  Taoiseach's  almost  childlike  anxiety  to  be  associated  with  good  news,  to  appear 
at  a  press  conference,  this  application  was  rushed  through  the  IDA  and  rushed 
through  the  Department  of  Finance,  and  that  the  normal  procedures,  the  normal 
controls  which  in  my  time  as  Minister  for  Industry  and  Commerce  were  always 
respected  were  not  respected  in  this  case." 

In  the  course  of  the  debate  on  the  Companies  (Amendment  Bill  1990)  Deputy  Barrett 
said;— 

"It  is  quite  obvious  that  enormous  political  pressure  from  the  highest  possible  level 
was  brought  to  bear  on  the  Goodman  Group  and  the  IDA  to  announce  an  expansion 
programme,  the  details  of  which  has  not  been  worked  out,  and  which  was  launched 
in  such  a  dramatic  fashion  solely  as  a  PR  exercise  for  the  Taoiseach  and  his  Govern- 
ment at  the  time/* 


In  the  events  which  have  happened,  the  plan  was  never  implemented  but  because  of  the 
allegations  made  in  Dail  Eireann  the  Tribunal  was  obliged  to  inquire  into  the  circum- 
stances in  which  the  plan  was  proposed,  the  manner  in  which  it  was  approved  by  the 
Authority  and  the  Government  and  ascertain  whether  there  was  any  improper  pressure 
imposed  by  the  Government  or  any  member  thereof  on  either  the  Industrial  Development 
Board  or  the  Industrial  Development  Authority  in  the  exercise  of  their  statutory  functions. 

The  gravamen  of  the  allegations  is  that: — 

"(i)  the  Auihoriiy  did  not  and  were  not  able  to  properly  assess  and  evaluate  the 
merits  of  the  Five  Year  Development  Plan  submitted  by  Goodman  Interna- 
tional Limited; 

(ii)  the  Board  and  the  Authority  were  subjected  to  political  pressure  of  such  a 
degree  that  they  were  unable  to  examine  carefully  and  dispassionately  the  grant 

package  which  involved  a  large  commitment  of  public  funds; 

(iii)  the  normal  controls  were  not  respected  and  the  Department  of  Finance  was  not 
afforded  time  to  deal  with  the  financial  implications  of  the  package; 

(iv)  the  Taoiseach  himself  directly  intervened  to  oblige  ^the  Authority"  to  delete 

the  "performance "  clause  from  the  Grant  Agreement; 

(v)  the  Goodman  organisation  was  the  hub  around  which  Fianna  Fail  seems  to  have 
developed  their  whole  food  development  policy; 

(vi)  because  of  such  political  pressure,  the  Authority  was  precluded  from  assessing 
the  implications  of  the  plan  on  the  industry  generally  having  regard  to  the  lim- 
ited number  of  the  cattle  herd  available  for  slaughtering; 

(vii)  the  poiiticai  pressure  was  brought  to  bear  to  rush  the  plan  through  the  appropri- 
ate authorities  so  that  it  could  be  announced  in  a  dramatic  fashion  as  a  FuDiic 
Relations  exercise  for  the  Taoiseach  and  his  Government  m  the  time  againsi 
the  wishes  of  the  Authority: 
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(viii)  Against  the  wishes  of  the  IDA  the  Government  decided  to  give  £25m.  to  Larry 
Goodman/' 

In  addition,  Deputy  Rabbitte  made  the  statement  already  referred  to,  that  the  Govern- 
ment, in  the  Finance  Act,  made  a  special  arrangement  to  enable  Mr  Goodman  to  avail  of 
high  coupon  Section  84  finance. 

The  Tribunal  considered  it  necessary  to  examine  the  roles  of  the  Industrial  Development 
Authority  and  the  Government  in  the  grant  making  process  under  the  provisions  of  the 
Industrial  Development  Act  1986. 

The  Industrial  Development  Authority  was  continued  in  being  by  the  terms  of  Section  10 
(1)  of  the  Industrial  Development  Act  1986. 

Section  10  (2)  of  the  said  Act  provides  that  the  Authority  in  the  exercise  of  its  powers 
and  functions  shall  be  responsible  to  the  Minister,  defined  in  the  Act  as  "the  Minister  for 
Industry  and  Commerce". 

Section  11  of  the  Act  provides  that  subject  to  the  provisions  of  the  Act,  the  Authority 
shall  be  an  autonomous  body  with  the  functions  set  forth  in  that  Section. 

These  functions  include  the  following: — 

"(a)  to  act  under  the  Minister  as  a  body  having  national  responsibility  for  the  imple- 
mentation of  industrial  development  policies; 

(b)  to  provide  and  administer  such  grants  and  other  financial  facilities  for  industry 
as  may  be  authorised  by  the  Oireachtas  to  provide  and  to  administer; 

(c)  to  initiate  proposals  and  schemes  for  submission  to  the  Minister  for  the  creation 
and  development  of  industry  and  the  provision  and  maintenance  of  industrial 
employment; 

(d)  to  provide,  develop,  construct,  alter,  adapt,  maintain  and  administer  industrial 
estates  and  factory  buildings  together  with  the  associated  facilities  of  such  estates 
and  buildings; 

(e)  to  foster  the  national  objective  of  regional  industrial  development; 

(f)  to  survey  possibilities  of  further  industrial  development  and  advise  the  Minister 
thereon; 

(g)  to  advise  the  Minister  on  steps  necessary  and  desirable  for  establishing  new  indus- 
try and  for  the  expansion  and  modernisation  of  existing  industry; 

(h)  to  give  on  request  advice  and  guidance  to  persons  contemplating  starting  new 
industry  or  expanding  existing  industry; 

Section  11(3)  of  the  Act  provides:— 

4 'the  Authority  shall,  in  the  exercise  of  its  functions,  act  in  accordance  with  policies 
set  out  for  it  from  time  to  time  by  the  Minister". 
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Section  13(1)  of  the  Act  provides  that:— 

'The  Minister  may  give  the  Authority  such  general  policy  directives  as  he  considers 
appropriate  having  regard  to  the  provisions  of  this  Act". 

This  power  is  restricted  to  general  policy  directives  because  Section  13(2)  of  the  Act 
provides  that: — 

"a  directive  under  subsection  (1)  shall  not  apply  to  any  individual  industrial  undertak- 
ing or  to  giving  preference  to  one  area  over  others  in  regard  to  the  location  of  an 
industrial  undertaking  otherwise  than  as  part  of  a  general  review  of  industrial  policy 
for  the  country  as  a  whole  indicated  in  the  directive" 

The  Oireachtas  desired  to  be  informed  of  such  directives  and  the  manner  in  which  they 
were  implemented  because  Section  13(3)  of  the  Act  provided  that:— 

"The  Minister  shall  cause  any  directive  given  by  him  under  subsection  (1)  to  be  laid 
before  each  House  of  the  Oireachtas  within  twenty  one  days  after  it  has  been  so 
given"; 

and 

Section  13(4)  of  the  Act  provided  that: 

"The  Authority  shall  comply  with  any  directive  given  to  it  under  this  section  and  shall 
set  out  the  directive  in  its  Annual  Report  and  shall  include  in  its  Annual  Report  an 
account  of  the  actions  which  "it  has  undertaken  to  give  effect  to  the  directive". 

Section  14  of  the  Act  deals  with  the  financing  of  the  workings  of  the  Authority  and 
provides  that: 

"(i)  In  each  financial  year  there  may  be  paid  by  the  Minister  to  the  Authority  out  of 
money  provided  by  the  Oireachtas  grants  of  such  amounts  as  the  Minister,  with 
the  consent  of  the  Minister  for  Finance,  may  sanction  to  enable  the  Authority— 

(a)  to  meet  its  administration  and  general  expenses,  and 

(b)  to  discharge  the  obligations  or  liabilities  incurred  by  the  Authority  under 
this  Act  or  any  repealed  enactment  or  otherwise." 

The  aggregate  amount  of  grants  was  limited  to  £700,000,000  and  the  aggregate  amount  of 
grants  to  enable  it  to  meets  its  obligations  under  guarantees  was  limited  to  £125,000,000. 

Section  21  to  32  of  the  Act  deals  with  grant  making  powers  of  the  Authority  and  Section 
24  to  31  restrict  the  amount  of  such  grants  as  may  be  made  by  the  Authority  without  the 
prior  permission  of  the  Government. 

With  regard  to  grants  made  by  the  Authority  under  Sections  21,  22,  23  and  32,  Section  34 
of  the  Act  provided  that:— 

''Without  the  prior  permission  of  the  Government,  the  total  amount  of  money  granted 
in  respect  of  a  particular  industrial  undertaking  shall  not  exceed  £2,500,000." 
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Section  35  of  the  Act  provides  that: — 

"Where,  under  any  of  the  preceding  sections  of  this  Part,  the  permission  of  the  Gov- 
ernment is  required  for  the  making  of  a  grant  or  loan  guarantee  or  the  purchase  of 
shares,  the  Government  may,  in  lieu  of  granting  such  permission,  grant  permission  to 
the  Authority  for  the  expenditure  of  a  lower  amount  in  respect  of  such  grant,  guaran- 
tee or  purchase  or  may  grant  permission  subject  to  such  conditions  as  the  Government 
may  specify". 

The  Tribunal  has  set  out  the  relevant  provisions  of  the  Act  under  the  roles  of  the  Author- 
ity, the  Minister  and  the  Government  in  the  provision  of  grants  and  other  financial  facilit- 
ies for  industry  as  may  be  authorised  by  the  Oireachtas. 

By  virtue  of  the  foregoing  provisions,  the  Oireachtas  has  provided  that: — 

(i)  the  Authority  is  an  autonomous  body  though  subject  to  the  provisions  of  the  Act; 

(ii)  one  of  its  functions  is  to  provide  and  administer  such  grants  and  other  financial 
facilities  as  it  may  be  authorised  by  the  Oireachtas  to  provide  and  to  administer; 

(iii)  the  grants  and  other  financial  facilities  which  it  may  provide  in  accordance  with 
the  authority  of  the  Oireachtas  are  those  specified  in  detail  in  Sections  21  to  32 
inclusive  of  the  Act; 

(iv)  the  only  involvement  of  the  Government  in  the  grant  making  process  is  if  the 
Authority  requires  permission  to  exceed  the  amounts  specified  in  the  different 
Sections  of  the  Act  in  relation  to  grants,  loan  guarantees  or  the  purchase  of  Shares; 

(v)  in  such  circumstances  the  Government  may  in  lieu  of  granting  the  permission 
sought,  grant  permission  to  the  Authority  for  the  expenditure  of  a  lower  amount 
in  respect  of  such  grant,  guarantee  or  purchase  or  may  grant  permission  subject 
to  such  conditions  as  the  Government  may  specify. 

While  the  Authority  is  obliged,  in  the  exercise  of  its  functions  to  act  in  accordance  with 
policies  set  out  from  time  to  time  by  the  Minister,  these  policy  directives  which  the  Minis- 
ter is  empowered  to  give  must  relate  to  industrial  policy  for  the  country  as  a  whole  and 
cannot  apply  to  any  individual  industrial  undertaking. 

In  summary,  the  role  of  the  Minister  in  the  scheme  envisaged  by  the  Oireachtas  is  to  lay 
down  industrial  policy  for  the  country  as  a  whole:  to  issue  directives  in  regard  to  such 
policy  to  the  Authority  and  to  lay  such  directives  before  each  House  of  the  Oireachtas. 

The  role  of  the  Authority  is  to  administer  the  scheme  subject  to  such  directives  if  any  in 
accordance  with  the  scheme. 

The  role  of  the  Government  is  as  set  out  in  Section  35  of  the  Act  and  only  arises  when 
the  Authority  seeks  its  permission  to  make  a  grant  in  excess  of  the  amounts  specified  in 
the  Act. 

This  summary  of  the  manner  in  which  the  Oireachtas  provided  that  industrial  grants 
should  be  made  may  be  regarded  as  extremely  legalistic  but  the  Tribunal  considers  that 
this  is  the  clear  legal  position  and  that  the  whole  purpose  of  the  Act  was  to  ensure  that 
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the  Authority  was  the  sole  body  with  the  power  to  make  grants  or  provide  other  financial 
facilities  in  respect  of  any  individual  undertaking  and  that  the  Government  had  no  role  in 
regard  thereto  unless  or  until  the  Authority  sought  its  permission  to  make  a  grant  or 
provide  financial  facilities  in  excess  of  the  specific  amounts  set  forth  in  the  different  sec- 
tions of  the  Act,  in  which  circumstances  the  provisions  of  Section  35  of  the  Act  applied. 

The  Oireachtas  was  concerned  to  ensure  that  the  making  of  grants  to  individual  undertak- 
ings was  solely  the  prerogative  of  the  Authority  exercising  its  responsibilities  under  and 
in  accordance  with  the  provisions  of  the  Act,  and  that  the  roles  of  the  Minister  and  the 
Government  in  regard  thereto  were  subject  to  the  limitations  set  forth  in  the  Act. 

The  Authority  consists  of  nine  Members,  nominated  by  the  Minister  of  Industry  &  Com- 
merce with  the  consent  of  the  Minister  for  Finance. 

In  the  course  of  his  evidence  before  this  Tribunal  Mr  Haughey  describes  the  IDA  as  "an 
instrument  of  Government"  and  that: 

"Basically  it  was  set  up  by  Government  to  achieve  certain  objectives  and  to  suggest 
it  should  operate  in  some  sort  of  remote  distant  region  completely  divorced  from 
Government  priorities  or  Government  policy  would  be  absurd." 

The  Tribunal  was  concerned  to  show  by  its  recital  of  the  relevant  provisions  of  the  Indus- 
trial Development  Act  1986  that  the  Oireachtas  did  not  intend  that  the  Authority  should 
be  an  instrument  of  the  Government  in  the  sense  of  being  subject  to  the  Government's 
direction  with  regard  to  any  specific  grants  or  any  particular  area  but  should  operate  as 
an  independent  and  autonomous  body  in  the  exercise  of  its  functions  and  should  not  be 
subject  to  or  affected  by  the  priorities  or  policies  of  any  Government  save  such  general 
policy  directives  as  are  dealt  with  in  Section  13  of  the  Act:  which  policy  directives  are 
required  to  be  laid  before  each  House  of  the  Oireachtas  and  cannot  apply  to  any  individual 
undertaking  otherwise  than  as  part  of  a  general  review  of  industrial  policy  for  the  country 
as  a  whole. 

No  such  directives  appear  to  have  been  laid  before  either  House  of  the  Oireachtas  since 
the  enactment  of  the  Industrial  Development  Act,  1986. 

The  Authority  then  was  completely  free  to  consider  the  Five  Year  Development  Plan 
hereinbefore  referred  to  independently  of  either  the  priorities  or  policies  of  the 
Government. 

In  the  course  of  his  evidence  before  this  Tribunal  Mr  Padraic  White,  the  Managing  Dir- 
ector of  the  IDA  at  the  relevant  period  stated:— 

"I  think  it's  important  to  say  the  IDA  Board  and  Authority  act  very  much  in  an 
independent  and  extremely  serious  way.  They  take  their  decision-making  responsibil- 
ity seriously  and  the  fact  that  the  Board  and  Authority  are  the  sole  initiating  group 
for  grants  is  taken  very  seriously'  * 
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He  also  states  that:— 

"I  have  very,  very  strong  views  on  the  integrity  of  the  IDA  on  its  right  to  make  its 
own  decision  and  I  have  protected  that  as  Chief  Executive'*. 

In  connection  with  negotiations  with  regard  to  the  Goodman  development  plan  he 
states: — 

"during  these  several  negotiations  there  was  nothing  of  a  political  pressure  that  I 
would  regard  as  fundamentally  objectionable  or  that  caused  me  undue  concern  and 
I'd  like  to  make  that  clear". 

and 

"that  it  was  perfectly  open  to  the  Minister  (Mr  Walsh),  and  perfectly  natural  for  a 
Ministers  portfolio,  if  he  was  specifically  dedicated  to  food  to  want  to  develop  the 
project  as  expeditiously  as  possible  and  his  involvement  in  those  two  meetings  on  the 
19th  May,  and  on  the  2nd  June,  1987  when  the  negotiations  had  broken  down,  I 
regarded  that  as  perfectly  normal  and  I  would  have  regarded  the  Minister  wanting  to 
know  the  status  of  the  project  as  perfectly  normal". 

In  reply  to  a  question  asked  by  the  Tribunal  as  to  whether  he  would  regard  as  improper 
interference  with  the  position  of  the  IDA  an  attempt  by  a  Minister,  or  anybody  else,  to 
influence  the  Authority  with  regard  to  the  terms  and  conditions  of  any  particular  grant  he 
stated: — 

"In  the  course  of  dialogue  in  politics  and  political  representations,  where  politicians 
make  representations  you  know,  certainly  if  they  say  we  should  pay  more  attention 
to  that  or  that  the  project  deserves  a  bit  more  support  and  I  have  no  problem  with 
that.  The  division  is  if  a  politician  or  a  minister  says  you  must  give  that  degree  of 
support.  Almost  as  an  instruction.  I  mean  in  a  heavy  handed  way  and  that  line,  you 
know,  I  am  very  happy  to  say  I  have  never  seen  that  line  being  crossed  in  my  10  years 
as  chief  executive  never,  and  in  fact,  there  is  a  very  healthy  respect  by  politicians  of 
the  integrity  of  the  IDA  and  of  its  Board  and  they're  very,  they  have  never  strayed 
over  that  line  and  in  those  set  of  negotiations  in  my  judgement,  they  did  not  stray 
over  that  line  and  there  was  nothing  that  occurred  that  gave  me  personal  concern 
that  it  was  being  too  heavy  handed  or  somebody  was  acting  you  know,  outside  of  the 
bounds  of  normal  reasonableness  to  have  the  project  expedited." 

In  considering  the  allegations  made  with  regard  to  the  Five  Year  Development  Plan 
approved  by  the  Authority  on  the  12th  day  of  June  1987  and  approved  by  the  Government 
on  the  16th  day  of  June  1987  it  is  important  to  note  that  this  plan  did  not  suddenly  emerge 
on  the  change  of  Government  in  March  1987. 

For  a  considerable  time  before  that  the  plan  had  been  the  subject  of  negotiations  between 
the  IDA  and  Goodman  International.  It  is  not  necessary  to  set  forth  in  detail  the  progress 
of  such  negotiations. 

It  appears  however  from  the  evidence  of  Mr  Sean  Donnelly,  Executive  Director  of  the 
IDA  who  at  all  relevant  times  worked  within  the  Natural  Resources  Division  of  the  IDA 
with  responsibility  for  the  role  of  the  IDA  in  relation  to  the  Meat  Industry. 


industrial  Development  Authority 


255 


He  was  responsible  for  the  production  of  "A  Strategy  for  the  Development  of  the  Agricul- 
tural Processing  Industry  in  Ireland"  published  by  the  IDA  in  June  1982  and  "A  Future 
in  Food"  published  by  IDA  in  December  1987.  Though  not  published  until  December 
1987,  this  latter  document  had  been  approved  by  the  IDA  in  March  1987  and  subsequently 
endorsed  by  the  Department  of  Agriculture. 

Mr  Donnelly  had  negotiated  with  the  Goodman  Group  over  a  number  of  years  with  regard 
to  numerous  investments  which  qualified  for  grants. 

From  the  mid-eighties  it  had  been  the  policy  of  the  IDA  to  encourage  major  Irish  compan- 
ies to  draw  up  comprehensive  development  plans  for  a  3-5  year  period  which  would  enable 
the  IDA  to  assess  the  Companies'  various  applications  for  IDA  assistance  in  the  context 
of  these  development  plans. 

In  September  1986,  the  Goodman  Group  outlined  to  the  IDA  a  number  of  investments 
which  they  intended  to  undertake  over  the  following  years. 

During  the  course  of  discussions  it  was  suggested  by  the  IDA  that  the  Group  should  draw 
up  a  comprehensive  Five  Year  Group  Development  Plan  rather  than  submitting  a  series 
of  individual  investments  in  an  unstructured  manner  for  IDA  support. 


As  stated  by  Mr  Goodman  in  a  letter  dated  the  10th  day  of  March  1987  to  Mr  Donnelly; — 

"At  your  express  request  in  September  last  year,  I  prepared  our  strategy  document 
on  the  expansion  of  the  Irish  Beef  Sector  for  the  five  years  1987  to  1992.  This  was 
submitted,  to  you,  in  December  1986  and  reconfirmed  our  plans  to  systematically 
upgrade  the  "5th  Quarter"  including  blood,  to  edible  status" 


The  plan  as  submitted  in  December  1986  was,  according  to  Mr  Donnelly  not  costed  and 
in  January  1987  there  were  four  or  five  long  meetings  between  members  of  the  IDA 
executive  staff  and  the  Goodman  Group  with  regard  to  the  details  of  the  Plan.  The  outline 
plan  submitted  by  the  Goodman  Group  was  discussed  at  IDA  Board  meetings  in 
December  1986  and  January  1987. 

The  plan  was  costed  in  the  sum  of  £260m  being  as  to  £120m  thereof  in  respect  of  capital 
investment  and  £140m  in  additional  working  capital  and  non  grant  eligible  expenditure. 

The  Goodman  Group  sought  a  grant  of  75%  of  the  capital  expenditure  portions  of  the 
investment,  such  75%  being  a  combination  of  IDA  and  FEOGA  grants. 

In  previous  projects  the  Goodman  Group  had  been  approved  combined  IDA/FEOGA 
grant  assistance,  at  rates  at  between  45%  and  50%. 

It  was  made  clear  to  the  Goodman  Group  that  the  IDA  could  not  meet  the  demand  for 
?5%  grants  as  the  EC  had  placed  a  ceiling  of  50%  on  the  combined  State  and  EC  grants 
m  the  non  disadvantaged  parts  of  the  country. 
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In  February  1987,  following  a  recommendation  trom  the  Department  of  Agriculture  and 
Food  and  the  IDA  the  EEC  had  approved  a  special  package  involving  up  to  75%  grants 
and  the  whole  country  for  the  restructuring  of  the  Irish  pigmeat  industry. 

The  Goodman  Group  sought  a  similar  package  in  respect  of  the  beef  industry. 

In  March  1987,  there  was  a  change  of  Government  and  Mr  Haughey  TD  was  elected 
Taoiseach  and  inter  alia,  Mr  Ray  Mac  Sharry  TD  was  appointed  Minister  for  Finance, 
Mr  Albert  Reynolds  TD  was  appointed  Minister  for  Industry  &  Commerce,  Mr  Michael 
O'Kennedy  TD  was  appointed  Minister  for  Agriculture  and  Food  and  Mr  Joe  Walsh  TD 
was  appointed  Minister  for  Food. 

Mr  Walsh  stated  in  evidence  that: — 

"My  responsibility,  which  was  given  to  me  by  the  incoming  Government,  was  to 
accelerate  economic  activity  in  the  general  food  area  and,  to  that  end,  the  new  Gov- 
ernment created  a  special  office  of  food  along  the  lines  of  the  office  of  the  Revenue 
Commissioners  or  the  office  of  Public  Works,  which  would  be  an  autonomous  unit 
within  the  Department  of  Agriculture  &  Food  and  my  specific  brief  was  to  bring  the 
Irish  food  industry  up  to  international  standards." 

He  set  about,  straight  away,  to  implement  that  particular  brief  and  in  pursuance  thereof 
met  with  the  Industrial  Development  Authority. 

The  Government  had  held  it  more  appropriate  for  the  Natural  Resources  Division  of  the 
IDA  to  report  directly  to  the  Department  of  Agriculture  &  Food  rather  than  hitherto 
sponsoring  Department  which  was  the  Department  of  Industry  &  Commerce, 

Shortly  after  his  appointment  the  Minister  for  Food  met  with  the  IDA  for  the  purpose  of 
being  given  a  presentation  as  to  their  then  strategy  for  the  development  of  the  food  indus- 
try and  in  the  course  of  such  presentation,  the  proposal  which  had  been  made  to  the  IDA 
by  the  Goodman  Group  in  December  1986  was  brought  to  his  attention. 

He  was  informed  that  it  had  gone  through  a  degree  of  evaluation  and  assessment  and 
appeared  to  him  to  fit  in  well  with  the  Programme  for  Government  as  being  the  best  way 
forward  for  the  Irish  beef  industry. 

He  stated  that  the  IDA  officials  were  enthusiastic  about  it  and  he  considered  that  it  was 
a  project  which  was  worth  supporting  and  worth  accelerating. 

He  informed  the  Taoiseach  of  the  nature  of  the  plan  and  as  a  result  thereof,  the  Taoiseach 
arranged  to  have  a  round  table  meeting  between  the  Ministers  concerned  and  representat- 
ives  of  the  Goodman  Group. 

On  the  9th  day  of  April  1 987,  the  Taoiseach,  accompanied  by  she  Minister  for  Finance 
the  Minister  for  Industry  &  Commerce,  the  Minister  for  Agriculture  and  Food  and  the 
Minister  for  Food,  mei  with  Larry  Goodman  and  Mr  Brian  Britten. 
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The  purpose  of  this  meeting  was,  in  the  words  of  Mr  Haughey,  "to  explore,  assess  and 
find  out  ail  about  this  project  and  take  a  decision  on  it." 

The  nature  of  the  scheme  was  outlined  to  the  group,  of  Ministers  by  Mr  Goodman  and 
Mr  Britton  and  at  the  conclusion  of  the  meeting,  it  was  considered  that  the  project  was 
worthwhile  and  was  exactly  in  line  with  the  thinking  of  the  Ministers  and  their  approach. 

They  were  also  satisfied  that  it  was  exactly  in  line  with  the  IDA's  Five  Year  Plan  and  Mr 
Walsh,  the  Minister  for  Food,  was  given  responsibility  for  promoting  it  and  seeing  it 
through  and  Mr  Brian  Britton  was  nominated  as  the  representative  of  the  Goodman 
Group  with  whom  he  should  liaise  and  deal  with  in  the  event  of  difficulties  arising. 

On  the  23rd  day  of  April,  1987,  a  final  copy  of  the  plan  was  forwarded  to  the  Department 
of  Agriculture  &  Food  and  to  the  IDA  and  both  Mr  Goodman  and  Mr  Britton  met  Mr 
Padraic  White,  the  Managing  Director  of  the  IDA  to  brief  him  with  regard  to  progress. 


On  receipt  of  this  plan,  Mr  Loughrey,  at  the  request  of  the  Minister  for  Food,  prepared 
an  Aide  Memoire  for  Government.  The  Aide  Memoire  was  very  supportive  of  the  Plan 
and  envisaged  formal  approval  by  the  IDA  Board  though  negotiations  were  still  at  a 
preliminary  stage  and  the  IDA  had  yet  to  make  its  proposal  in  relation  to  financial 
assistance. 


This  plan  was  much  more  detailed  than  the  plan  submitted  to  the  IDA  in  December  1986 
which  had  not  included  any  costing. 

This  plan  gave  particulars  of  the  cost  of  Capital  Development  as  being  f  120m  which  was 
analysed  as  follows: — 

Cost  of  Sites  £5,000,000 
New  Building  Expenditure  £24,000,000 
Modification  to  Existing  Building  £6,000,000 
Plant  and  Equipment  £85,000,000 


Total  Expenditure:  £120,000,000 


In  addition  there  were  to  be  permanent  funds  increased  hard  core  working  capital  in  the 
sum  of  £140  million  making  a  total  development  plan  cost  of  £260  million,  the  Goodman 
Group  providing  in  addition  to  their  share  of  the  cost  of  the  Capital  Development  costs, 
the  entire  of  the  increased  working  capital  costs,  viz  £140m. 

The  Goodman  Group  required  that  75%  of  the  Capital  Development  costs  of  the  pro- 
gramme (£120m)  be  grant  aided  and  the  exclusion  of  food  processing  companies  from  the 
scope  of  Section  52  of  the  Finance  Act  1986.  Though  this  plan  had  not  been  submitted  to 
the  Board  of  the  IDA  or  the  Authority  at  this  stage,  the  plan  was  placed  before  the 
Government  which  met  on  the  26th  day  of  April  1987.  The  IDA  had  not  been  informed 
and  were  not  aware  of  the  fact  that  the  proposal  was  being  placed  before  Government. 
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This  was  a  special  meeting  of  the  Government,  taking  place  on  a  Sunday,  at  which  all 
members  of  the  Government  and  all  the  Junior  Ministers  were  present  for  the  purpose  of 
evaluating  a  number  of  projects  which  were  considered  necessary  to  develop  the  economy, 
in  particular  with  regard  to  job  creation. 

At  this  meeting  held  on  the  26th  day  of  April  1987,  the  Government  decided  that:— 

"(1)  the  Ministers  for  Agriculture  and  Food,  Finance  and  Industry  and  Commerce 
should  make  every  effort  to  bring  the  project  to  a  successful  conclusion,  in  par- 
ticular, by  investigating  the  possibilities  for  meeting  the  financing  requirements 
of  the  project  in  part  by 

(i)  excluding  the  food  processing  industry  from  the  scope  of  section  52  of  the 
Finance  Act,  1986  and/or  adjusting  the  proposed  FEOGA  financing  of  the 
project,  or 

(ii)  reversing  the  abolition  of  depreciation  allowances  on  gross  capital  costs  in 
toto,  and 

(iii)  a  revision  of  disadvantaged  areas  so  as  to  include  Louth;  and 

(2)  the  Minister  for  Agriculture  and  Food  should  submit  definitive  proposals  for  the 
project  to  Government  in  the  normal  way  as  soon  as  possible." 

This  decision  required  the  three  Ministers  named  therein  to  make  every  effort  to  bring 
the  project  by  Goodman  International  for  the  development  of  the  beef  industry  in  Ireland 
referred  to  in  the  said  aide-memoire  to  a  successful  conclusion  and  in  particular  to  investig- 
ate the  possibilities  of  meeting  the  financial  requirements  in  the  manner  set  forth. 

With  regard  to  (1)  in  the  said  decision,  a  submission  in  regard  thereto  had  been  made  by 
Mr  Britton  of  Goodman  International  to  the  Minister  for  Finance  and  the  exclusion 
referred  to  was  effected  by  Section  25  of  the  Finance  Act  1987. 

Irrespective  of  the  merits  or  otherwise  of  the  said  development  plan  or  of  the  desirability 
of  implementing  it  as  quickly  as  possible  in  the  interests  of  job  creation,  this  decision  of 
the  Government  to  require  the  said  Ministers  to  make  every  effort  to  bring  this  project, 
which  at  that  time  had  not  been  considered  by  the  Board  of  the  IDA,  to  a  successful 
conclusion  would  appear  to  be  contrary  to  the  provisions  of  the  Industrial  Development 
Authority  Act  1986  because  at  that  time  the  plan  submitted  by  Goodman  International 
had  not  been  formally  considered  by  either  the  IDA  Board  or  the  Authority.  While  there 
had  been  discussions  it  appears  from  the  evidence  of  Mr  Sean  Donnelly  that  the  plan 
which  had  been  placed  before  and  considered  by  the  Government  on  the  26th  day  of 
April  1987  was  the  first  definitive  document  to  be  considered  by  the  Authority  and  this 
was  not  done  until  the  28th  day  of  April  1987,  two  days  after  the  Government  Meeting. 

In  view  of  the  role  envisaged  for  the  Government  in  relation  to  the  operations  of  the  IDA 
as  set  forth  in  the  provisions  of  the  Industrial  Development  Authority  Act  1986  referred 
to  in  this  Report,  the  actions  of  the  Government  in  deciding  that  three  cabinet  ministers 
viz  the  Ministers  for  Agriculture  and  Food,  Finance  and  Industry  and  Commerce  should 
make  every  effort  to  bring  the  project  to  a  successful  conclusion  could  be  interpreted  as 
a  pre-emption  by  the  Government  of  the  role  of  :tthe  Authority". 


Industrial  Development  Authority 


259 


At  the  meeting,  held  on  the  28th  day  of  April,  1987  the  Authority  was  fully  informed  by 
Mr  Martin  Lowery,  Executive  Director  of  the  IDA  of  the  nature  of  the  discussions  in 
progress  with  the  Goodman  Group  and  indicated  to  the  Authority  that  a  package  of  IDA 
Grant  Assistance  of  about  £30m  would  be  required  to  bring  the  plan  to  fruition. 

During  the  month  of  May  1987  there  were  intensive  negotiations  between  the  IDA  and 
the  Goodman  Group  with  regard  to  the  financing  of  the  Capital  programme  provided  for 
in  the  Plan  viz.  £120m. 

At  all  times  the  Goodman  Group  sought  75%  of  the  cost  of  this  programme  by  way  of 
combined  IDA  and  FEOGA  grants. 

According  to  Mr  Donnelly,  who  was  at  all  times  involved  in  the  negotiations  on  behalf  of 
the  IDA,  the  IDA  decided  to  pitch  its  opening  offer  at  £13m  in  grants  and  £10m  in 
preference  shares  and  in  addition  suggested  that  the  Goodman  Group  could  adequately 
finance  the  Development  Plan  with  this  package  if  the  Group  used  a  form  of  low  cost 
borrowing  known  as  "High  Coupon  Section  84"  loans.  (Swap  Currency). 

The  nature  of  these  loans  have  been  described  in  that  portion  of  this  Report  dealing  with 
Section  84  loans. 

As  the  tax  implications  of  this  loan  were  complex  the  IDA  undertook  to  use  its  best 
endeavours  to  obtain  for  the  benefit  of  the  Goodman  Group  such  Section  84  Finance. 

Goodman  Group  executives  met  the  IDA  on  the  4th  and  7th  days  of  May  1987  to  discuss 
various  options  for  reducing  the  cost  to  the  Goodman  Group  of  the  plan. 

Negotiations  between  the  parties  broke  down  on  the  15th  day  of  May  1987  because  of  a 
fundamental  disagreement  on  the  financing  of  the  programme,  formal  proposals  in  regard 
to  which  had  been  put  forward  by  the  IDA  on  the  12th  day  of  May  1987. 

The  Goodman  Group  was  prepared  to  pay  £30m  towards  the  cost  of  the  capital  investment 
and  to  provide  the  £140m  being  the  increased  working  capital  and  required  grant  and 
assistance  in  the  sum  of  £90m. 

The  IDA  felt  that  this  requirement  was  met  by  their  offer  in  the  following  terms: — 

IDA  Grant  £13m 
FEOGA  Grant  £20m 
Preference  Shares  £10m 
Section  84  loans  £47m 

£90m 

but  this  offer  was  rejected  by  the  Goodman  Group. 

On  the  following  day  Mr  Brit  ton  met  the  Minister  for  Industry  and  Commerce,  Mr 
Reynolds  TD  and  the  Minister  for  Food,  Mr  Walsh  TD  to  inform  them  ' 'where  we 
were  in  relation  to  negotiations"  and  that  the  IDA  package  was  unacceptable. 

The  Goodman  Group  were  not  convinced  of  the  suitability  or  the  benefits  of  Section 
84  loans.  A  letter  dated  the  14th  day  of  May  1987  written  to  Mr  Donnelly  set  forth 
their  position  as  follows:— 
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"Dear  Sean  14  May  1987 

PROPOSAL  FOR  GRANT  AID 

I  refer  to  our  recent  meetings  on  the  above  matter  and  specifically  to  our  meeting  on 
Tuesday  12  May  1987  at  which  you  outlined  the  suggested  IDA  package  of  grant  aid 
for  this  Group's  capital  expenditure  proposals. 

Regrettably,  I  must  inform  you  that  your  package,  as  it  is  currently  structured  is  not 
acceptable  to  us  for  a  number  of  reasons  which  are  dealt  with  below: — 

1.  The  package  contains  an  offer  of  considerable  substantial  Section  84  borrowing 
(£50m)  at  a  low  interest  cost.  This  is  very  undesirable  for  our  point  of  view 
because:- 

(a)  It  negatively  impacts  our  gearing  ratio  throughout  the  project  with  a  con- 
sequent loss  of  flexibility  to  the  Group. 

(b)  Our  Group  structure  cannot  cater  for  large  amounts  of  Section  84  borrowings. 

(c)  Given  our  current  tax  profile,  the  true  cost  to  the  Group  of  taking  on  board 
Section  84  borrowings  is  very  high,  substantially  in  excess  of  the  coupon  rate 
mentioned  in  your  proposal 

2.  The  question  of  equity  participation  is  not  acceptable.  This  point  was  emphasised 
at  our  last  meeting. 

I  must  stress  that  this  decision  was  made  only  after  intense  deliberations  amongst  our 
own  staff  in  consultation  with  a  number  of  senior  partners  in  Stokes  Kennedy  Crow- 
ley &  Co.  In  this  regard,  I  have  asked  Sean  Mooney,  tax  partner,  to  write  and  speak 
to  you  directly  on  the  technical  aspects  of  our  rejection. 

For  the  record,  I  reiterate  below  our  requirements  to  go  forward  with  this  plan  which 
is  a  total  aid  package  of  £90m  consisting  of: — 

1,  A  capital  grant  of  50%  in  designated  areas  and  75%  in  non-designated  areas 
averaging  out  to  a  guaranteed  grant  rate  of  62|%  which  is  equivalent  to  £75m. 

2.  To  make  up  the  balance  of  £15m  we  are  prepared  to  consider  a  number  of 
options  such  as: — 

A  property  lease  scheme  under  which  we  would  build  factories.  The  IDA 
would  pay  and  we  would  lease  for  a  nominal  rent  over  a  period  of  years 
with  an  option  to  purchase  (again  for  a  nominal  sum)  at  some  future  date. 

A  Scheme  under  which  the  IDA  would  subscribe  for  preference  shares 
at  a  premium  which  would  carry  a  nil  coupon  rate  and  would  be  redeem- 
able at  par  after  a  period  of  years. 

I  would  ask  that  you  consider  these  options  between  now  and  our  meeting  tomorrow 
morning  with  a  view  to  putting  forward  an  acceptable  proposal  at  that  meeting. 

If  in  the  meantime,  you  have  any  queries,  please  do  not  hesitate  to  contact  me. 

Yours  sincerely 

BRIAN  BRITTON 

Deputy  Chief  Executive  —  Finance." 
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On  the  same  day,  Mr  Mooney  of  Stokes  Kennedy  Crowley  wrote  to  Mr  Donnelly  as 
follows:— 

"Dear  Mr  Donnelly  14  May  1987 

Re:  Goodman  International  Ltd. 

We  refer  to  the  proposal  that  part  of  the  grant  package  to  our  clients  should  take  the 
form  of  low  interest  Section  84  funds. 

From  a  taxation  view  point,  such  a  proposal  would  be  unsuitable  for  a  number  of 
reasons.  These  are: — 

1.  Our  clients  exporting  companies  do  not  have  a  requirement  for  substantial  Section 
84  funding.  They  are  funded  principally  by  retained  profits  and  by  interest  free 
borrowing  from  non  exporting  companies  in  the  group. 

2.  The  technical  restrictions  on  the  use  of  Section  84  finance  imposed  by  Section  41 
of  the  Finance  Act,  1984  make  it  an  unsuitable  form  of  financing  for  use  elsewhere 
in  the  group. 

3.  Our  clients  export  companies  do  not  own  fixed  assets.  These  are  located  elsewhere 
in  the  group  where  the  capital  allowances  can  be  fully  utilised.  Incurring  capital 
expenditure  in  the  export  companies  would  "waste"  the  allowances. 

We  trust  these  points  are  clear  and  the  writer  is  available  to  elaborate  on  them  more 
fully  if  required. 

Yours  sincerely 
SEAN  MOONEY" 

Minister  Walsh  had  been  kept  fully  informed  of  the  progress  of  the  negotiations  by  Mr 
Donnelly  of  the  IDA  either  through  personal  contact  or  through  Mr  Loughrey  the  Assist- 
ant Secretary  to  the  Department. 

Further  meetings  took  place  between  the  IDA  and  the  Goodman  Group  on  the  15th  day 
of  May  1987  but  no  agreement  was  reached. 

Mr  Sean  Donnelly  informed  Mr  Martin  Lowery  of  the  breakdown  of  the  negotiations. 

As  he  suspected  that  Mr  Goodman  would  approach  politicians  with  regard  to  the  break- 
down, Mr  Lowery  considered  it  necessary  to  inform  the  Minister  for  Industry  and  Com- 
merce and  the  Taoiseach's  Department  of  the  position  taken  by  the  IDA  which  led  to  the 
breakdown. 

At  this  point  Mr  Britton  stated  that  the  Goodman  side,  i.e.  Mr  Goodman  and  himself, 
reverted  to  lobbying. 

On  the  18th  day  of  May  1987  Mr  Goodman  met  the  Taoiseach,  Charles  J  Haughey  TD 
and  on  the  19th,  Mr  Goodman  and  Mr  Biiltuu  met  Minister  Walsh. 

In  his  evidence  before  the  Tribunal,  Mr  Britton  said  that  the  purpose  of  such  meetings 
was  to  lobby  for  their  assistance  "to  intercede  with  the  IDA" 
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Minister  Walsh  and  the  Minister  for  Industry  and  Commerce,  Mr  Reynolds  arranged  a 
meeting  with  Mr  White,  Mr  Donnelly  and  Mr  Breen  of  the  IDA,  which  meeting  was  held 
on  the  19th  May  1987. 

It  appears  from  the  record  of  this  meeting,  the  terms  of  which  were  confirmed  by  Minister 
Walsh  during  his  evidence  that  a  wide  range  of  issues  were  covered  during  this  meeting. 

Both  Ministers  expressed  the  Government's  desire  to  progress  the  project  and  to  look  for 
ways  in  which  the  "gap"  between  the  IDA  offer  and  the  Group's  demand  might  be  filled. 

A  number  of  options  were  considered  and  the  nature  of  the  incentive  package  was  discus- 
sed in  detail  on  the  basis  of  a  split  programme  of  expenditure. 

During  the  course  of  such  discussions,  the  Ministers  encouraged  an  increase  in  the  grant 
package  from  f  13m  to  £20m. 

The  meeting  concluded  with  agreement  that  the  Ministers  would  contact  Goodman  Inter- 
national and  request  them  to  meet  again  with  the  IDA  to  progress  negotiations  along  the 
lines  agreed  at  this  meeting. 

On  the  following  day,  the  20th  May,  negotiations  resumed  as  a  result  of  a  contact  made 
by  Minister  Walsh  with  Mr  Brit  ton. 

The  IDA  increased  its  grant  offer  to  £20m.  The  Goodman  Group  however  maintained 
that  the  project  was  not  commercially  viable  if  the  after-grant  cost  to  Goodman  Group 
exceeded  f 30m  and  again  referred  to  the  pig  meat  industry  where  combined  IDA  and 
FEOGA  grant  of  75%  were  available. 

Certain  matters  were  eventually  agreed  and  both  Mr  Donnelly  and  Mr  Britton  signed  a 
hand  written  document  incorporating  particulars  of  such  agreement  but  on  the  following 
day  these  terms  were  rejected  by  the  Goodman  Group. 

On  the  following  day  Mr  Goodman  and  Mr  Britton  met  Minister  Reynolds  and  Minister 
Walsh  and  told  them  that  the  ID  A  package  was  not  viable  and  that  there  was  no  point  in 
pursuing  further  negotiations. 

The  final  offer  made  by  the  IDA  was: 

(i)  A  grant  of  £25m; 

(ii)  Redeemable  preference  shares  5m; 

(iii)  Support  to  FEOGA  grant  of  30m; 

(iv)  Support  for  £120m  High  Coupon  Section  84  loans,  the  reduced  interest  payable 
on  such  loans  would  have  a  capital  value  of  £30m 

The  package  was  not  acceptable  to  the  Goodman  Group. 

Minister  Walsh  intervened  and  arranged  a  meeting  between  the  parties  to  be  held  on  the 
2nd  June  1987. 
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Present  at  this  meeting  were  the  Minister  for  Food,  Joe  Walsh  TD,  Mr  Lowery  and  a 
Project  Executive  from  the  IDA,  John  Loughrey,  Assistant  Secretary,  and  Vincent  Keane 
from  Department  of  Agriculture  and  Mr  Larry  Goodman,  Mr  Brian  Britton  and  John 
O'Donnell  of  the  Goodman  Group. 

At  the  meeting  the  Minister  initiated  discussions  by  indicating  his  desire  that  the  project 
should  go  ahead  but  the  real  discussions  took  place  between  Mr  Lowery  of  the  IDA  and 
Mr  Larry  Goodman. 

Mr  Lowery  approached  these  discussions  on  the  basis  that  the  IDA  offer  of  £25m  in 
Grants  and  f  5m  purchase  of  redeemable  preference  shares  would  not  be  improved  upon. 

He  emphasised  the  value  of  the  other  elements  of  the  package  which  involved  no  cost  to 
the  IDA,  the  FEOGA  grants  and  the  High  Coupon  Section  84  loans. 

The  savings  in  interest  on  those  loans  were  capitalised  at  £30m. 

At  this  meeting  Mr  Goodman  sought  assurances  with  regard  to: — 

(i)  the  availability  of  FEOGA  grants;  and, 

(ii)  the  availability  of  High  Coupon  Section  84  funding. 
Mr  Lowery  stated  that  the  IDA  would  support: — 

(i)  the  Goodman  Group  in  seeking  to  achieve  the  maximum  levels  of  FEOGA  sup- 
port for  the  project;  and, 

(ii)  the  Goodman  Group  in  seeking  to  secure  the  High  Coupon  Section  84  loans,  but 
that  the  IDA  would  not  underwrite  the  FEOGA  grants  or  the  securing  of  the 
Section  84  loans  as  it  would  be  the  responsibility  of  the  Group  to  negotiate  the 
said  loans  with  the  banks. 

The  Minister  and  the  Department  of  Agriculture  officials  stated  that  they  would  support 
the  application  for  the  maximum  level  of  FEOGA  grants. 

Mr  Goodman  then  stated  that  he  would  accept  the  package. 

The  Minister  and  Mr  Loughrey  had  played  an  active  role  in  the  evolution  of  the  financial 
package  necessary  to  implement  the  plan  from  the  time  of  his  instructions  from  the  Taoise- 
ach  on  the  9th  day  of  April  1987  to  promote  it  and  see  it  through. 

Neither  his  involvement  or  that  of  the  Minister  of  Industry  &  Commerce,  Albert  Reyn- 
olds, was  in  anyway  improper  and  did  not  constitute,  in  any  way,  an  interference  with  the 
statutory  role  of  "the  Authority".  The  Development  Plan,  as  submitted,  could  not  be 
financed  out  of  the  resources  available  to  "the  Authority":  it  required  the  benefit  of 
FEOGA  grants  in  respect  of  which  the  Minister  for  Agriculture  &  Food  was  the  desig- 
nated authority  under  EEC  Regulations  and  extra  financing  bv  wav  of  Section  84  High 
Coupon  loans. 
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The  interests  of  the  Government  and  the  IDA  coincided  in  respect  of  this  plan  and  the 
involvement  of  the  Minister  in  the  negotiations  having  regard  to  all  the  necessary  compon- 
ents of  the  financial  package  was  necessary,  justified  and  did  not  amount  to  political 
pressure  of  any  kind. 

Once  the  agreement  had  been  reached,  a  detailed  appraisal  of  the  project  was  prepared 
by  Mr  Breen  of  the  IDA 

The  Tribunal  has  read  this  appraisal  and  is  satisfied  that  it  contains  all  the  necessary  detail 
to  enable  the  Board  and  "the  Authority"  to  make  a  reasonable  and  full  assessment  of  the 
plan. 

Following  the  agreement  reached  on  the  2nd  June  1987,  preparation  of  the  Memorandum 
for  Government  started  and  on  the  5th  day  of  June  1987,  Mr  Loughrey  wrote  to  the 
Secretary  of  the  IDA  stating  that  his  Department  considered  that  the  proposals  contained 
in  the  plan  were  generally  in  line  with  the  Government's  policy  for  the  development  of 
the  meat  sector. 

Mr  Loughrey  stated  in  evidence  that  this  letter  was  prompted  by  what  he  described  as 
"the  measured  reservations"  of  the  Beef  Division  of  the  Department  of  Agriculture 
regarding  the  effect  of  the  Plan  on  other  companies  engaged  in  the  industry  if  the  proposed 
increase  in  cattle  numbers  didn't  materialise  or  there  was  an  increase  in  slaughtering 
capacity. 

Following  a  meeting  with  the  Chairman  of  "the  Authority",  Mr  McCabe,  Mr  White 
decided  to  call  a  special  meeting  of  "the  Authority"  for  the  12th  June  1987  to  consider 
the  project. 

The  Board  of  the  IDA  met  on  the  10th  day  of  June  1987  and  considered  the  plan. 

After  consideration  the  Board  recommended  to  the  Authority  that  the  Government's 
approval  be  sought  for  the  incentive  package  which  had  been  agreed  with  the  Goodman 
representatives. 

Immediately  following  the  decision  of  the  IDA  Board  on  the  10th  day  June  1987,  Mr 
Loughrey  at  the  request  of  Minister  Walsh,  began  planning  a  press  conference  for  the 
18th  June  1987. 

Mr  Walsh  was  not  aware  of  the  agreement  made  between  successive  Ministers  for  Industry 
and  Commerce,  Noonan  and  Reynolds,  that  there  would  be  no  announcement  of  IDA 
aided  projects  until  the  agreements  had  been  signed. 

On  Thursday  the  11th  June  1987  sent  a  draft  Memorandum  for  Government  on  the  Plan 
to  the  Department  of  Finance  for  their  observations. 

Mr  Molloy  of  the  Department  of  Finance  heard  on  the  12th  June  1987  that  a  press  confer 
ence  was  being  arranged  to  announce  the  package  and  sent  a  note  to  the  Minister  for 
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Finance  expressed  concern  about  the  project  being  "rushed  to  finality'*  and  listed  a  num- 
ber of  "serious  reservations",  including  the  view  that  the  Section  84  currency  swap  ele- 
ment of  the  package  might  not  get  Revenue  clearance  as  being  inconsistent  with  existing 
legislation  and  was  not  included  in  the  cost  per  job. 

On  the  12th  June  1987,  Minister  Walsh  sent  a  confidential  memorandum  to  Mr  Goodman 
which  was  in  the  following  terms:— 

"1,  Padraig  White,  Managing  Director  of  the  IDA,  informed  me  today  that,  it  was 
written  into  the  proposal  that  the  whole  project  was  dependent  on  Section  84 
financing  coming  into  line  as  agreed. 

2.  Between  Padraig  White  and  Martin  Lowery,  they  will  negotiate  with  the  top 
people  in  the  banks  to  make  sure  that  the  financial  package  comes  through  as 
appropriate. 

3.  Mr  White  told  me  that  the  negotiations  could  best  be  done  following  Authority 
and  Government  approval" 

A  meeting  of  "the  Authority"  was  convened  for  the  evening  of  the  12th  June  1987  for 
the  specific  purpose  of  considering  the  recommendation  made  by  the  Board. 

At  the  outset  of  the  meeting  Mr  McCabe  satisfied  himself  that  each  member  of  "the 
Authority"  had  had  sufficient  time  to  consider  the  proposal. 

Mr  Lowery  then  presented  the  proposals  to  the  Authority  and  he  gave  evidence  before 
the  Tribunal  that  "the  Authority"  had  carried  out  a  thorough  examination  of  the  pro- 
posals, sought  clarification,  where  required  of  the  details  of  the  plan  and  proposed  incent- 
ive package. 

Having  reviewed  the  details  of  the  incentive  package,  the  Authority  decided  to  make  the 
recommendations  set  forth  at  the  beginning  of  this  Chapter. 

The  Authority  had  decided  to  include  in  its  recommendations,  a  recommendation  that  in 
addition  to  the  year  by  year  job  creation  or  "performance"  clause,  which  the  IDA  Board 
and  executives  had  recommended,  that  a  clawback  clause  should  also  be  included  and  that 
the  cost  to  the  Exchequer  of  the  High  Coupon  Section  84  loans  should  be  quantified. 

Before  "the  Authority"  had  met  to  consider  this  matter  arrangements  had  been  made  to 
hold  a  press  conference  to  announce  the  project  and  the  media  had  become  aware  of 
some  of  the  details  of  the  plan. 

This  was  a  matter  of  concern  to  "the  Authority"  and  grave  dissatisfaction  was  expressed 
in  regard  thereto  and  was  in  breach  of  an  agreement  made  between  the  Chairman  of 
"the  Authority"  and  the  Minister  for  Industry  &  Commerce  that  there  should  be  no 
announcement  with  regard  to  projects  with  which  "the  Authority"  was  concerned  until 
after  the  Grant  Agreement  was  signed  by  the  parties. 


266 


Chapter  S&v&n 


However,  this  fact  did  not  prevent  "the  Authority'*  from  dealing  with  the  proposal  in 
regard  to  the  project  on  its  merits  and  "the  Authority's"  recommendations  were  made 
after  consideration  of  such  merits. 

The  minutes  of  the  meeting  of  "the  Authority"  clearly  stated  that 

"no  change  in  the  conditions  of  approval  should  be  agreed  by  the  IDA  without  the 
express  approval  of  "the  Authority". 

By  letter  dated  the  15th  day  of  June  1987  the  Secretary  to  the  Authority  forwarded  to  Mr 
Loughrey  the  recommendations  of  the  Authority  to  the  Government,  together  with  mat- 
erial to  assist  in  the  preparation  of  a  Memorandum  for  Government. 

The  Memorandum  for  Government  was  prepared  under  the  supervision  of  Mr  Loughrey 
and  completed  on  the  16th  June  1987  when  it  was  presented  to  Government  pursuant  to 
the  Certificate  of  Urgency  signed  by  Mr  Loughrey.  It  had  not  been  circulated  to  the 
members  of  the  Government  prior  to  its  meeting. 

On  that  date  the  Government  agreed  to  support  the  development  and  approved  the  finan- 
cing package. 

The  Press  Conference  to  announce  the  package  was  held  on  the  18th  June  1987. 

There  is  no  doubt  but  that  the  Government  was  extremely  anxious  to  secure  the  imple- 
mentation of  this  project  and  on  the  face  of  it,  this  project  would  appear  to  have  been 
rushed  through  the  IDA  Board  and  "the  Authority". 

But  this  is  not  necessarily  true  and  does  not  mean  that  the  IDA  Board  and  "the  Author- 
ity" were  deprived  of  the  opportunity  of  objectively  considering  the  plan. 

In  the  first  instance,  the  nature  of  the  plan  was  in  accordance  with  the  policy  which  had 
evolved  in  the  IDA  from  the  early  '80s,  and  was  in  accordance  with  the  "Future  in  Food" 
published  by  the  IDA  in  December  1987  but  approved  by  "the  Authority"  in  March  1987. 
The  plan  had  been  suggested  by  the  IDA  in  September  1986  to  the  Goodman  Group  and 
originally  submitted  in  outline  to  the  IDA  in  December  1986:  negotiations  with  regard 
thereto  were  held  in  January  and  February  1987  and  the  Authority  of  the  IDA  was  kept 
informed  of  the  developments  of  such  negotiations  and  when  the  Board  met  to  consider 
their  recommendations  on  the  12th  of  June  1987  the  members  were  satisfied  that  they  had 
ample  time  in  which  to  consider  the  merits  of  the  plan  and  on  the  basis  of  such  considera- 
tion made  the  recommendations  aforesaid. 

It  is  a  matter  for  the  Government  to  decide  whether,  before  reaching  any  decision,  they 
had  sufficient  information  at  their  disposal  and  obviously  in  view  of  the  decision  reached 
by  them  on  the  16th  day  of  June  1987  they  considered  that  they  had. 

After  the  Press  Conference  on  the  1 8th  of  June  1987  negotiations  took  place  between  the 
IDA  executives  and  members  of  the  Goodman  Group  with  regard  to  the  details  of  the 
Grant  Agreement. 
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Certain  difficulties  with  regard  to  its  terms  arose  from  time  to  time  and  were  dealt  with. 

On  the  14th  day  of  July  1987,  Mr  Britton  met  with  Mr  Donnelly  to  deal  with  arrangements 
not  covered  by  the  Grant  and  preference  share  legal  agreements. 

On  the  15th  day  of  July  1987  Mr  Britton  wrote  to  Mr  Donnelly  of  the  IDA  enclosing  a 
draft  letter  to  be  written  by  Mr  Donnelly  to  Mr  Goodman  with  regard  to  these  terms. 

This  letter  is  as  follows:— 

"Mr  L.  Goodman 
Chairman  and  Chief  Executive 
Anglo  Irish  Beef  Processors  Ltd  and 
Goodman  International  Ltd 

Dear  Larry 

I  refer  to  the  package  of  assistance  negotiated  with  the  IDA  in  relation  to  your  £120m. 
development  program. 

I  set  out  below  the  commitments  which  the  IDA  have  given  as  part  of  their  support 
for  the  overall  project. 

The  IDA  will:— 

t  S84  FUNDING 

(a)  Obtain  Revenue  Commissioners*  approval  for  the  currency  swap  mechanism. 

(b)  Give  full  support  to  the  legislative  change  required  to  allow  Anglo  Irish  Beef 
Processors  International  Ltd  to  utilise  the  S84  finance  (reference  S84  Corpora- 
tion Tax  Act  1976). 

(c)  Obtain  Central  Bank  approval  for  the  currency  swap  mechanism. 

(d)  Obtain  a  written  Government  commitment  that  the  availability  of 
S84/currency  swap  finance  to  the  Group  will  not  be  curtailed  during  the  life 
of  the  project  as  a  consequence  of  legislative  changes. 

(e)  Position  the  project  with  the  banks  so  that  they  recognise  the  national  priority 
status  given  to  the  project  by  both  Government  and  the  IDA  and  the  require- 
ment of  S84/currency  swap  funding  amounting  to  a  minimum  of  £120m  p.a.  (or 
equivalent)  during  the  life  of  the  project. 

2.  FEOGA 

(a)  Provide  the  company  with  a  letter  of  endorsement  from  the  IDA  Board  con- 
firming that  they  will  use  their  good  office  to  ensure  that  the  FEOGA  grant  is 
achieved  at  maximum  levels  for  the  total  project  and  for  FEOGA  purposes  will 
give  it  priority  status,  in  relation  to  other  projects  seeking  FEOGA  assistance. 

(b)  Seek  in  conjunction  with  Government  (through  the  Department  of 
Agriculture)  a  special  FEOGA  package  for  the  beef  industry. 
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(c)  Obtain  priority  status  from  Government  (through  the  Department  of 
Agriculture)  within  the  special  FEOGA  beef  package  for  the  Group's  develop- 
ment program,  in  relation  to  other  projects  seeking  FEOGA  assistance  under 
this  package. 

3.  Effect  a  procedure  for  grant  payments  which  allows  payment  immediately  on 
receipt  of  monthly  claims  in  advance  of  physical  inspection. 

4.  Provide  the  Group  with  a  letter  confirming  the  flexibility  of  expenditure  between 
locations. 

5.  Ensure  that  the  draft  amendments  to  the  Grant  Agreements  incorporated  in  the 
second  draft  and  in  subsequent  discussions  with  Natural  Resources  Division  are 
incorporated  into  the  final  agreements. 

Furthermore,  it  is  understood  that:— 

(a)  An  integral  part  of  the  total  package  of  assistance  is  the  f  1m  "benefit  in  kind" 
from  the  Sugar  Company  should  we  use  their  site  for  the  Tuam  project. 

(6)  The  maximum  capital  grant  including  FEOGA  fallback  offered  to  other  meat 
companies  during  the  life  of  the  project  will  be  20.83% 

(c)  In  relation  to  possible  By  Product  projects  (in  the  edible  or  inedible  sectors)  the 
IDA  will  ensure  that  there  is  no  conflict  of  interest  between  these  projects  and 
our  development  plans  leading  to  duplication  of  facilities. 

Yours  sincerely 


SEAN  DONNELLY 

In  this  letter,  Mr  Britton  is  seeking  a  commitment  from  the  IDA  to; — 

(1)  use  their  good  office  to  ensure  that  the  FEOGA  grant  is  achieved  at  maximum 
levels  for  the  total  project; 

(2)  for  FEOGA  purposes  to  give  the  project  priority  status  in  relation  to  other  pro- 
jects seeking  FEOGA  assistance; 

(3)  to  seek  a  special  FEOGA  package  for  the  beef  industry; 

(4)  obtain  priority  status  from  Government  (through  the  Department  of  Agriculture) 
within  the  special  FEOGA  beef  package  for  the  Group's  development  pro* 
gramme  in  relation  to  other  projects  seeking  FEOGA  assistance  under  this  pack- 
age; and 

in  relation  to  possible  By  Product  projects  the  IDA,  to  ensure,  that  there  is  no  conflict  of 
interest  between  these  projects  and  the  development  plans  of  the  Goodman  Group  leading 
to  duplication  of  facilities. 

In  this  letter  they  were  seeking  a  commitment,  in  effect,  to  give  priority  status  to  the 
Goodman  5-Year  Development  Plan  over  any  other  similar  projects  and  in  relation  to 
possible  By  Product  projects  to  ensure  that  grants  would  not  be  available  in  respect  of 
such  projects  by  other  companies  if  they  conflicted  with  the  Goodman  Group  project. 
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On  the  28th  day  of  July  1987,  Minister  Walsh,  wrote  to  Mr  Goodman  in  relation  to  the 
package  of  assistance  negotiated  with  the  IDA  in  relation  to  the  development  programme. 

This  letter  provided  as  follows:— 

"Mr  L.  Goodman 

Chairman  and  Chief  Executive 

Anglo  irish  Beef  Processors 

Goodman  International  Ltd 

14  Castle  Street 

Ardee 

Co.  Louth 

Dear  Mr  Goodman 

I  refer  to  the  package  of  assistance  negotiated  with  the  IDA  in  relation  to  your  £120m 
development  programme. 

I  set  out  below  the  commitment  which  the  Department  of  Agriculture  and  Food  have 
given  as  part  of  their  support  for  the  overall  project,  specifically  in  relation  to  the 
FEOGA  support  for  the  package. 

1.  The  Department  of  Agriculture  and  Food  will  seek  a  special  FEOGA  package  for 
the  Beef  Industry. 

2.  In  addition,  the  Department  of  Agriculture  and  Food  will  seek  to  obtain  priority 
status  for  the  development  of  the  Irish  Beef  Industry  within  FEOGA 

3.  The  Department  of  Agriculture  and  Food  will  strongly  support  the  application  by 
Goodman  International  for  FEOGA  Grants  at  the  maximum  level. 

Yours  sincerely 

Joe  Walsh  TD,  Minister  for  Food. 

On  the  6th  day  of  August  1987,  Mr  Lowery  wrote  to  Mr  Goodman,  as  follows: — 

"Mr  Laurence  Goodman 
Chairman  and  Chief  Executive 
Goodman  International  ltd 
Castle  Street 
Ardee 
Co.  Louth 

Dear  Mr  Goodman 

I  refer  to  the  discussions  which  have  taken  place  between  your  company  and  the 
IDA  in  finalising  the  Grant  Agreement  in  respect  of  your  company's  development 
programme. 

The  following  outlines  the  additional  action  which  IDA  will  carry  out  to  complete  all 
elements  of  the  package. 
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1.  Section  84  Funding 

a)  The  Authority  has  approved  and  recommended  to  Government  the  agreed 
funding  /  incentive  package  which  includes  the  provision  of  the  high  coupon 
Section  84  Currency  Swap  facilities.  A  submission  to  obtain  Revenue  Commis- 
sioners approval  to  the  proposed  arrangements  will  be  made  by  the  IDA. 

b)  The  Authority  will  give  full  support  to  the  legislative  change  required  to  allow 
Anglo  Irish  Beef  Processors  International  Ltd  to  utilise  the  Section  84  finance. 

c)  The  Authority  strongly  supports  and  will  assist  in  whatever  way  appropriate 
the  company's  request  to  the  Central  Bank  for  approval  of  the  currency  swap 
mechanism. 

d)  The  Authority  supports  strongly  and  will  assist  in  whatever  way  appropriate 
the  company's  submission  to  Government,  requesting  assurances  that  the  Sec- 
tion 84  Currency  Swap  facility  will  remain  in  place  for  the  duration  of  the 
project  (8  years). 

e)  A  presentation  has  been  made  by  IDA  to  AIB,  Bank  of  Ireland  and  Irish 
Intercontinental  Bank  at  the  most  senior  level  setting  out  the  National  priority 
nature,  importance  and  elements  of  the  funding  package  (estimated  at  £120m. 
Currency  Swap  funding)  to  ensure  a  favourable  attitude  by  the  Banks  to  the 
project.  The  Authority  will  continue  to  assist  the  company  in  whatever  way 
appropriate  to  achieve  the  company's  objective. 

2.  FEOGA 

a)  The  Authority  will  use  its  offices  in  strong  support  of  the  company,  in  consulta- 
tion with  the  Department  of  Agriculture  and  Food,  in  the  company's  applica- 
tion for  FEOGA  Grants  at  the  maximum  level. 

b)  The  Authority  will  make  representations  to  the  Department  of  Agriculture  and 
Food  with  a  view  to  securing  a  special  FEOGA  package  for  the  beef  industry. 
In  addition,  the  Authority  will  make  representations  to  the  Department  of 
Agriculture  and  Food  with  a  view  to  obtaining  priority  status  for  the  develop- 
ment of  the  Irish  Beef  Industry  within  FEOGA. 

3.  a)  The  provision  of  further  assistance  sought  by  G.I.  by  way  of  "benefit  in  kind" 

(estimated  at  £lm)  for  the  Tuam  project  is  a  matter  solely  for  negotiation 
between  G.I.  and  the  CSET. 

b)  The  Authority  will  endeavour  to  ensure  that  in  relation  to  possible  by-product 
projects  (in  the  edible  or  inedible  sectors)  that  there  is  no  conflict  of  interest 
between  these  projects  and  the  development  plan  for  G.I. 

Yours  sincerely 


Martin  D.  Lowery 
Executive  Director 
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In  pursuance  of  the  commitments  contained  in  the  said  letter  the  IDA  by  letter  dated  the 
17th  day  of  August  1987  sought  from  the  Revenue  Commissioners  an  advance  opinion  on 
the  efficacy  of  the  High  Coupon  mechanism  proposed  and  by  letter  dated  the  8th  Sep- 
tember 1987  Mr  Frank  Cassells  of  the  Revenue  Commissioners  gave  the  necessary  con- 
firmation. 

This  matter  is  dealt  with  in  greater  detail  in  the  chapter  of  the  Report  dealing  with  "Sec- 
tion 84". 

The  legislative  changes  suggested  by  the  Goodman  Group  involving  an  amendment  to 
Section  84  of  the  Corporation  Tax  Act  1976  and  the  submission  in  regard  thereto  have 
also  been  dealt  with  in  that  chapter. 

Despite  these  submissions  no  amendment  was  enacted  as  sought  by  the  Goodman  Group 
or  to  ensure  that  the  High  Coupon  (Currency  Swap)  arrangement  would  be  kept  in  place 
for  the  period  of  the  Agreement  (8  years). 

A  presentation  was  made  by  the  IDA  to  the  AIB,  Bank  of  Ireland  and  the  Irish  Intercon- 
tinental Bank  to  ensure  favourable  attitude  to  the  Banks  to  the  proposal. 

The  Goodman  Group  proceeded  to  obtain  and  draw  down  such  High  Coupon  Section  84 
borrowings  even  before  the  Grant  Agreement  was  signed. 

Minister  Walsh  and  Mr  Loughrey  met  the  EEC  to  press  for  support  for  the  special  beef 
package  for  Ireland  and  also  progressed  the  FEOGA  funding. 

The  exclusion  of  the  food  processing  industry  from  the  provisions  of  Section  52  of  the 
Finance  Act  1986  was  effected  by  Section  25  of  the  Finance  Act  1987. 

As  appears  from  the  exchange  of  correspondence  between  Mr  Aidan  Connor  of  Goodman 
International  and  Mr  Lowery  of  the  IDA  between  2nd  March  1988  and  7th  March  1988 
hereinbefore  set  out,  the  only  remaining  obstacle  to  agreement  on  the  terms  of  the  Grant 
Agreement  was  the  requirement  by  the  IDA  of  the  "performance  clause"  which  "the 
Authority"  insisted  upon  and  which  formed  part  of  their  proposals  submitted  to  the  Gov- 
ernment on  the  16th  June  1987. 

In  the  course  of  a  memorandum  of  the  2nd  March  1988  submitted  to  the  Secretary  of  the 
Department  of  Agriculture  and  Food,  Mr  Loughrey  stated:— 

"The  Government  decision  of  16  June  1987  on  the  Goodman  Programme  approved 
in  full  the  IDA's  proposal  that  a  performance  clause  in  standard  form  relating  to  job 
targets  from  base  year  1988  through  to  1995  should  be  incorporated  into  the  Grant 
Agreement.  In  essence  this  provides  that  grants  paid  in  years  1  to  5  will  be  repayable 
at  the  end  of  year  5  in  proportion  to  the  failure  to  achieve  job  targets  and  a  similar 
clawback  clause  to  operate  at  the  end  of  year  8  for  years  6  to  8. 

The  first  draft  Grant  Agreement  was  issued  on  22  June  1987.  Negotiation  went  ahead 
with  senior  Goodman  Executives,  up  to  Deputy  Chief  Executive  level,  on  a  line  by 
line,  paragraph  by  paragraph  basis  throughout  July  and  August.  A  final  redraft  was 
issued  in  August,  1987. 
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Arising  from  these  negotiations  a  number  of  issues  remained  outstanding  which  did 
not  include  performance  or  clawback  clauses.  These  outstanding  items  were  resolved 
in  November  1987  and  the  Company  confirmed  they  were  ready  to  sign  the  Grant 
Agreement. 

The  issue  of  the  performance  and  clawback  clause  was  first  raised  two  weeks  ago." 

At  a  meeting  of  "the  Authority"  held  on  the  1st  day  of  March  1988,  Mr  Lowery  reported 
on  the  state  of  the  negotiations  between  the  parties  and  the  relevant  extract  from  the 
minutes  of  that  meeting  are: — 

"(a)  Noted  that  the  Grant  Agreement  has  not  been  signed  and  that  the  performance 
and  clawback  clauses  were  causing  some  difficulty  and  agreed  that  force  majeure 
could  apply  to  these  clauses: 

(b)  Agreed  that  the  agreements  should  be  signed  as  a  matter  of  urgency  and  that 
there  was  no  scope  for  easing  the  clauses  referred  to  at  (a)." 

It  was,  according  to  Mr  White's  evidence  the  "unanimous  view  of  the  members  of  "the 
Authority"  that  there  was  no  scope  for  the  further  easing  of  the  two  clauses. 

Mr  Britton  stated  in  evidence  that  this  particular  matter  of  the  Performance  Clause  was 
regarded  "as  a  matter  for  lobbying  Mr  Haughey's  support"  and  agreed  that  Mr  Goodman 
had  gone  to  see  Mr  Haughey  on  the  4th  day  of  March  1988  "to  get  him  to  get  the  IDA 
to  see  the  wisdom  of  the  Goodman  stance". 

Mr  Haughey's  recollection  of  that  meeting  was  that: — 

"It  was  almost  certain  that  Mr  Goodman  came  to  me  to  tell  me  that  the  negotiations 
had  broken  down  and  it  is  almost  certain  that  he  would  have  mentioned  the  perform- 
ance clause." 

Mr  Haughey's  view  of  the  performance  clause  was: — 

"It  seemed  to  us  that  Goodman  was  reasonable  in  not  asking  to  be  held  to  annual 
targets.  He  could  be  held  to  annual  targets.  He  could  be  held  up  in  any  one  of  different 
sites  and  the  idea  that  the  scheme  would  abort  if  every  annual  target  wasn't  fully  met 
seemed  unreasonable." 

On  the  morning  of  the  8th  March  1988  Mr  O'hUiginn  the  Secretary  to  the  Department 
of  the  Taoiseach  ascertained  from  Mr  Lowery  the  position  with  regard  to  the  breakdown 
of  the  negotiations  and  obtained  a  copy  of  the  relevant  correspondence. 

Prior  to  ringing  Mr  Lowery  Mr  O'hUiginn  was  aware  of  the  precise  issue  between  the 
IDA  and  the  Goodman  Group. 

This  note  was  sent  into  Government  by  Mr  O  hUiginn  without  reference  to  Lhe  Ministers 
who  would  be  involved  such  as  the  Minister  for  Agriculture  and  Food,  the  Minister  for 
Industry  &  Commerce  and  the  Minister  for  Finance. 


Industrial  Development  Authority 


?73 


On  the  basis  of  such  memorandum  the  Government  decided  that  the  Grant  Agreement 
be  amended. 

The  decision  made  by  the  Government  on  the  8th  day  of  March  1988  was  that  the  Grant 
Agreement  should  be  amended  and  the  original  letter  dated  the  8th  March  1988  prepared 
and  signed  by  the  Secretary  to  the  Government  so  records, 

S.  25217 

"8  Marta  1988 

An  Runai  Priobhaideach 

An  tAire  Talmhaiochta  agus  Bia 

I  am  to  refer  to  the  decision  S.  25217  dated  16  June,  1987  concerning  the  provision 
of  industrial  grants  to  Goodman  International  Limited  for  the  major  development  of 
its  Irish  meat  operations  and  to  inform  you  that,  at  a  meeting  held  today,  the  Govern- 
ment decided  that  the  Grant  Agreement  should  be  amended  to  take  account  of  the 
following: 

(1)  the  overall  job  targets  for  the  project  were  the  essential  job  targets  to  be  attained; 

(2)  in  the  event  of  these  overall  targets  not  being  attained,  the  clawback  provision 
would  operate  after  the  fifth  and  eight  years; 

(3)  the  annual  industrial  grants  should  be  related  to  the  annual  expenditure  by  the 
company  in  fixed  assets,  based  on  the  principle  that  the  grants  should  represent 
20.833  per  cent  of  the  expenditure  incurred;  and 

(4)  Goodman  International  Limited  would  make  its  best  endeavours  to  attain  speci- 
fied annual  job  targets  consistent  with  the  overall  job  targets  to  be  attained. 

Runai  an  Rialtais 

It  appears  that  on  receipt  of  this  letter  Mr  John  Donlon,  Secretary  to  the  Department  of 
Industry  and  Commerce,  contacted  Mr  O'hUiginn  and  informed  him  that  changes  in  the 
agreement  are  a  matter  for  the  IDA  and  in  effect  that  the  Government  had  no  power  to 
amend  the  agreement. 

Mr  O  hUiginn  then  prepared  a  draft  of  the  letter  containing  an  interpretation  of  the 
decision  which  was  ultimately  circulated  by  Mr  Nally  and  sent  to  the  Department  of  Agri- 
culture and  Food. 

It  is  quite  clear  that  the  Government  had  no  power  to  amend  the  Grant  Agreement  on 
the  8th  March  1988  and  when  Mr  Donlon  pointed  this  out,  both  Mr  O'hUiginn  and  Mr 
Nally  became  aware  of  this  and  proceeded  to  amend  the  decision. 

Mr  Haughey,  in  evidence,  said  that  he  wasn't  informed  that  the  Government  couldn't 
amend  the  agreement  and  that  the  matter  was  dealt  with  between  the  officials.  He  stated: 

"We  took  our  decision  at  Government  and  that  was  the  end  of  the  matter  as  far  as 
we  were  concerned.  But,  in  all  these  circumstances,  it  is  the  duty  of  the  officials, 
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secretaries  of  government  departments,  to  clear  up  any  of  these  sort  of  legal  difficult- 
ies, which  government  decisions  may  give  rise  to." 

Mr  Loughrey  was  informed  of  the  decision  of  the  Government  by  letter  from  the  Secretary 
to  the  Government  and  communicated  this  decision  to  "the  Authority'*. 

On  the  10th  March  1988  Mr  White,  who  had  been  informed  by  Mr  O  hUiginn  of  the 
Government's  decision,  circulated  members  of  "the  Authority"  with  a  memorandum  set- 
ting forth  the  position  as  a  result  of  the  Government  decision  and  recommended  that  the 
Authority  agree  to  the  modification  of  the  terms  of  the  Grant  Agreement  to  incorporate 
the  Government's  decision. 


The  terms  of  the  said  memorandum  are  as  follows:— 

"1.  The  attached  document  includes  the  details  of  the  Cabinet  decision  of  the  8  March 
1988  on  the  interpretation  of  their  earlier  decision  of  16  June  1987  relating  to  IDA 
investment  in  the  Goodman  International  beef  programme. 

2.  The  Cabinet  decision  of  8  March  1988  requires  approval  of  the  Authority  if  it  is 
to  be  implemented. 

The  Authority  itself  in  its  June  1987  decision  on  the  proposals  had  indicated  "that 
no  change  in  the  conditions  of  approval  should  be  agreed  without  the  express 
approval  of  the  Authority". 

3.  In  the  circumstances,  I  recommend  that  the  Authority  agree  to  modification  of  the 
Grant  Agreement  to  incorporate  the  recent  Cabinet  decision. 

4.  The  Goodman  Group  are  anxious  to  sign  the  Grant  Agreement  immediately  in 
order  to  allow  the  proposed  Goodman  investment  programme  to  proceed. 

In  consultation  with  the  Chairman,  the  following  procedure  for  Authority  consid- 
eration of  the  modification  to  the  Grant  Agreement  is  proposed. 

The  documentation  is  being  circulated  on  Thursday,  10  March.  I  will  contact 
Authority  members  on  Monday  morning  to  ascertain  their  stance  on  the  proposed 
modifications.  If  any  Authority  member  cannot  easily  be  reached,  he  might  contact 
me. 

If  an  Authority  member(s)  feels  that  a  meeting  is  necessary  the  Chairman  provi- 
sionally proposes  Tuesday,  15  March,  430  p.n.  should  such  a  meeting  be  deemed 
necessary. 

To  facilitate  members  outside  Dublin  participating  in  such  a  meeting,  the  Chair- 
man has  indicated  that  arrangements  could  be  made  to  have  them  linked  to  the 
meeting  using  a  conference  telephone  speaker. 

5.  We  will  let  the  Authority  members  know  by  Monday  afternoon  of  the  need  or 
otherwise  for  the  Tuesday  meeting. 


Padraic  A.  White 
Managing  Director 
10th  March  1988 
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Mr  White  stated  that  his  recommendations  were  based  on: 

(1)  the  fact  of  the  Government  decision,  and 

(2)  the  totality  of  the  remaining  agreement  gave  to  the  IDA  substantial  power  to 
implement/protect  the  integrity  of  the  Agreement. 

As  appears  from  the  said  memorandum  it  was  not  his  intention  to  have  a  meeting  of  the 
Authority  if  all  the  members  of  the  Authority  so  agreed  but  to  get  the  agreement  of  the 
members  on  the  telephone.  Such  a  course  was  not  acceptable  to  Mr  Brendan  Dowling. 
He  informed  Mr  White  that  he  would  resign  from  the  Authority  if  there  was  no  meeting. 
Mr  Dowling  told  Mr  White  that  since  the  Authority  had  originally  agreed  that  any  changes 
in  the  terms  of  the  agreement  had  to  be  approved  by  the  Authority,  then  an  Authority 
meeting  was  required. 

He  asked  Mr  White  to  get  legal  advice  on  the  status  of  the  decision,  i,e.  whether  it 
amounted  to  a  direction  or  a  suggestion.  If  a  suggestion,  then  the  Authority  should  reiter- 
ate the  views  of  earlier  Authority  meetings.  He  was  of  the  view  that  the  wording  of  the 
original  agreement  was  unambiguous  and  not  capable  of  being  reinterpreted;  it  was  only 
capable  of  being  changed. 

The  meeting  called  at  Mr  Dowling's  insistence  went  ahead  on  the  15th.  The  Secretary  of 
the  IDA  had  informally  asked  Mr  John  Darley,  the  IDA's  in-house  lawyer,  to  attend  the 
meeting  and  to  do  a  note  on  the  effect  of  the  Government  decision. 

According  to  Mr  Dowling,  Mr  Darley's  written  opinion  dated  14th  March  said  that  the 
Government  seemed  to  have  had  the  right  to  remove  the  Performance  Clause  under  the 
1986  Act.  Mr  McCabe  said  he  was  highly  disappointed  at  the  Darley  view.  The  minutes 
of  the  Authority  meeting  of  the  15th  indicates  the  Authority's  agreement  that  the  Govern- 
ment's decision  of  the  8th  March  was  deemed  to  be  a  decision  under  Section  35  of  the 
Industrial  Development  Act,  1986.  Mr  Dowling  said  the  minute  was  " formally  noting  or 
putting  into  effect  a  decision  made  elsewhere." 

Mr  Lowery,  in  the  course  of  his  evidence  stated:— 

"The  position  is  very  clear.  The  Authority  had  taken  its  own  position  on  the  perform- 
ance and  clawback  clause.  The  Government  took  a  decision  in  relation  to  the  per- 
formance  clause  which  obviously  was  against  the  wishes  of  the  Authority.  The 
Authority  none  the  less  accepted  the  Government's  decision  and  went  ahead  and 
implemented  it  and  it  accepted  the  Government's  decision  readily  in  the  context  of 
having  examined  the  extent  to  which  it  still  had  adequate  cover  for  the  grant  to  be 
paid  out". 

The  relevant  portion  of  the  minutes  of  this  meeting  of  the  Authority  reads  as  follows:— 

"Goodman  International  Group 

"The  Authority  considered  a  document  (Ref.  236/1)  which  had  been  circulated 
beforehand,  setting  out  changes  resulting  from  the  Government's  decision  of  8th 
March,  1988.  Also  considered  were  a  letter  from  the  Department  of  Agriculture 
and  Food  of  11th  March,  1988  advising  IDA  of  the  Government's  decision  and 
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a  draft  of  the  revised  Grant  Agreement  between  IDA  and  Goodman  Interna- 
tional Ltd.  which  was  amended  to  incorporate  changes  resulting  from  the  Gov- 
ernment decision. 

The  Authority: 

(i)  Agreed  that  the  conditions  set  out  in  its  earlier  decisions  on  the  project  be 
amended  to  take  into  account  changes  resulting  from  the  Cabinet's  decision 
as  set  out  in  the  letter  of  the  11th  March  1988  received  from  the  Department 
of  Agriculture  and  Food. 

(ii)  Agreed  that  the  Grant  Agreement  with  the  Company  be  modified  to  reflect 
the  revised  conditions. 

(iii)  Agreed  that  the  amendment  of  the  conditions  as  at  (i)  and  (ii)  above  had 
been  agreed  by  the  Authority  on  the  basis  that  the  Government  decision 
incorporated  in  the  letter  of  the  11th  March  1988  from  the  Department  of 
Agriculture  and  Food  was  deemed  to  be  a  decision  under  Section  35  of  the 
Industrial  Development  Act,  1986". 

Mr  Joe  McCabe  was  the  Chairman  of  the  Industrial  Development  Authority  and  in  his 
evidence  with  regard  to  the  performance  clause  confirmed  that  at  a  meeting  of  "the 
Authority"  held  on  the  1st  March  1988,  the  Authority  agreed  that  there  was  no  scope  for 
easing  the  "performance  clause"  and  the  "clawback  clause"  and  that  the  meeting  of  the 
Authority  held  on  the  15th  March  1988  was  held  at  the  insistence  of  Mr  Brendan  Dowling 
a  member  of  "the  Authority"  and  to  consider  the  effect  of  the  Government  decision  made 
on  the  10th  day  of  March  1988  and  communicated  to  the  Secretary  to  the  Authority  by 
letter  dated  the  11th  day  of  March  1988. 

He  stated  that  "the  Authority"  had  sought  and  obtained  legal  advice  from  their  solicitor 
to  the  effect  that  the  Government  was  entitled  to  make  the  decision  that  they  had  made 
on  the  8th  day  of  March  1988. 

With  regard  to  such  advice,  Mr  McCabe  stated  that  "he  was  highly  disappointed  to  hear 
it  but  the  Government  had  overruled  the  IDA" 

The  "Authority"  had  on  the  12th  June  1987  included  in  their  Recommendations  to  Gov- 
ernment  the  inclusion  of  the  "clawback"  clause  in  addition  to  the  "performance  clause" 
which  had  been  recommended  by  the  IDA  executives  and  Board  and  though  negotiations 
on  the  terms  of  the  Grant  Agreement  had  broken  down  on  the  necessity  for  the  "perform- 
ance clause",  "the  authority"  at  their  meeting  on  the  1st  day  of  March  1988,  though  aware 
of  the  breakdown  of  the  negotiations,  had  refused  to  delete  it. 

It  is  obvious  that  "the  Authority"  would  not  have  deleted  the  clause  were  it  not  for  the 
intervention  of  the  Government. 

"The  Authority"  did  not  seek  such  intervention  and  the  intervention  by  the  Government, 
whether  it  was  originally  initiated  by  the  Secretary  of  the  Department  of  the  Taoiseach 
on  his  own  initiative  or  not,  must  have  been  based  on  a  proposal  by  the  then  Taoiseach 
because  Mr  O'hUigimTs  memorandum  was  addressed  to  him  and  no  copy  documents 
were  provided  for  the  other  members  of  the  Government. 
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The  Revised  Grant  Agreement  (Schedule  1)  was  signed  on  the  22nd  March,  1988. 

Prior  to  the  signing  of  the  agreement  the  following  steps  had  been  taken  in  regard  to  the 
implementation  of  the  plan: — 

(i)  The  Food  Processing  Industry  had  been  excluded  from  the  provisions  of  Section 
52  of  the  Finance  Act  1986, 

(ii)  The  IDA  had  obtained  the  opinion  of  the  Revenue  Commissioners  with  regard 
to  the  application  of  the  High  Coupon  Section  84  (Currency  Swap) 

(iii)  The  IDA  had  made  supportive  submissions  with  regard  to  such  borrowings  to  a 
number  of  Banks  and  the  following  facilities  had  been  put  in  place  by  13  October 


All  high  coupon  at  interest  rates  ranging  from  .68%  to  3.0%  (positive) 

(iv)  The  Goodman  Group  had  made  a  submission  with  regard  to  the  amendment  of 
Section  84. 

(v)  Representations  had  been  made  to  FEOGA. 

A  review  of  the  agreement  took  place  on  the  5th  day  of  September  1988  by  which  time 
FEOGA  grant  approval  for  that  portion  of  the  plan  which  related  to  the  plants  at  Tuam 
and  Dublin. 

The  first  Annual  Review  under  the  Agreement  took  place  on  the  21st  April  1989.  The 
Goodman  Group  executives  reported  to  the  IDA  with  regard  to  progress  made  on  pro- 
curement initiatives,  rationalisation  of  slaughtering  capacity  and  the  Group's  market 
development  and  informed  the  IDA  that  there  would  be  no  progress  on  the  capital  invest- 
ment programme  until  the  following  matters  in  respect  of  which  they  alleged  that  they 
had  been  given  assurances  from  the  IDA,  the  Department  of  Agriculture  and  the 
Government: — 

"2  (a)  Government  assurances  sought  in  relation  to  the  availability  of  Section  84  Cur- 
rency Swap  Finance  for  the  life  of  the  development  plan  (8  years). 

(b)  A  change  in  the  Finance  Act  to  allow  Anglo  Irish  Beef  Processors  International 
Ltd.  to  utilise  Section  84  Finance. 

(c)  A  request  for  the  provision  of  a  special  FEOGA  package  for  the  beef  industry. 

(d)  The  re-designation  of  Co.  Louth  in  relation  to  FEOGA  grant  monies/' 

At  its  meeting  on  the  28th  April  1989,  "the  Authority"  considered  a  report  on  the  Review 
of  the  National  Resources  Division. 


1987:— 


£15m 
£64.5m 
£14m 
£22m 


drawn  down  as  of  that  date 


to  be  drawn  down  by  31.10.1987 
to  be  drawn  down  by  31.12,1987 
to  be  drawn  down  by  313.1988 


is  Report  indicated,  inter  alia,  that  at  that  stage  the  Goodman  Group  had  drawn  down 
estimated  £75m.  under  the  Section  84  currency  swap  mechanism,  FEOGA  approval 
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had  been  obtained  in  June  1988  for  two  projects  under  plan  in  respect  of  Tuam  and 
Cloghran  (Dublin)  and  a  decision  had  been  sought  by  the  Department  of  Agriculture 
from  the  EEC  in  respect  of  the  re-designation  of  Co  Louth  as  a  disadvantaged  area. 

It  appears  from  the  minutes  of  this  meeting  of  the  Authority  that 

"3.  Considered  that  the  items  set  out  at  2(a)  —  (d)  were  never  conditions  related  to 
the  Beef  Development  Plan  and  decided  that  they  could  not  be  considered  as 
reasons  for  lack  of  progress." 

Having  regard  to:— 

1)  The  fact  that  "the  Authority"  in  its  recommendations  to  the  Government,  recom- 
mended that:— 

"the  Government  note  that  the  financing  of  the  project  is  based  on  the  assumption 
of  the  availability  of  a  loan  facility  of  £120m.  under  the  Swap  Currency  Section  84 
scheme  and  on  the  assumption  that  no  liability  to  Capital  Gains  Tax  in  respect  of 
such  loan  facility  would  arise  in  this  case". 

and  noted  that: — 

"on  foot  of  the  negotiated  package,  the  IDA  will  use  its  offices  in  strong  support  of 
the  Company,  in  consultation  with  the  Department  for  FEOGA  grants  at  the  highest 
level" 

2)  The  commitment  given  by  the  Department  of  Agriculture  &  Food  and  confirmed  by 
letter  dated  the  28th  July  1987  to:— 

"(a)  seek  a  special  FEOGA  package  for  the  Beef  Industry: 

(h)  obtain  priority  status  for  the  development  of  the  Irish  Beef  Industry  within 
FEOGA; 

(c)  to  strongly  support  the  application  by  Goodman  International  for  FEOGA  grants 
at  the  maximum  level:  and 

3)  the  additional  action  to  be  carried  out  by  the  IDA  to  complete  all  elements  of  the 
package  as  outlined  in  Mr  Lowery's  letter  to  Mr  Goodman  dated  the  6th  day  of  August 
1987  including  inter  alia. 

"1.  Section  84  Funding 

a)  The  Authority  has  approved  and  recommended  to  Government  the  agreed 
funding  /  incentive  package  which  includes  the  provision  of  the  high  coupon 
Section  84  Currency  Swap  facilities.  A  submission  to  obtain  Revenue  Commis- 
sioners approval  to  the  proposed  arrangements  will  be  made  by  the  IDA. 

b)  The  Authority  will  give  full  support  to  the  legislative  change  required  to  allow 
Anglo  Irish  Beef  Processors  International  Ltd  to  utilise  the  Section  84  Finance. 

c)  The  Authority  strongly  supports  and  will  assist  in  whatever  way  appropriate 
the  company's  request  to  the  Central  Bank  for  approval  of  the  currency  swap 
mechanism. 
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d)  The  Authority  supports  strongly  and  will  assist  in  whatever  way  appropriate 
the  company's  submission  to  Government,  requesting  assurances  that  the  Sec- 
tion 84  Currency  Swap  facility  will  remain  in  place  for  the  duration  of  the 
project  (8  years). 

e)  A  presentation  has  been  made  by  IDA  to  AIB,  Bank  of  Ireland  and  Irish 
Intercontinental  Bank  at  the  most  senior  level  setting  out  the  National  priority 
nature,  importance  and  elements  of  the  funding  package  (estimated  at  £120m 
Currency  Swap  funding)  to  ensure  a  favourable  attitude  by  the  Banks  to  the 
project.  The  Authority  will  continue  to  assist  the  company  in  whatever  way 
appropriate  to  achieve  the  company's  objective. 

2.  FEOGA 

d)  The  Authority  will  use  its  offices  in  strong  support  of  the  company,  in  consulta- 
tion with  the  Department  of  Agriculture  and  Food,  in  the  company's  applica- 
tion for  FEOGA  Grants  at  the  maximum  level. 

b)  The  Authority  will  make  representations  to  the  Department  of  Agriculture  and 
Food  with  a  view  to  securing  a  special  FEOGA  package  for  the  beef  industry. 
In  addition,  the  Authority  will  make  representations  to  the  Department  of 
Agriculture  and  Food  with  a  view  to  obtaining  priority  status  for  the  develop- 
ment of  the  Irish  Beef  Industry  within  FEOGA. 

3.  a)  The  provision  of  further  assistance  sought  by  G.I.  by  way  of  "benefit  in  kind" 

(estimated  at  £lm)  for  the  Tuam  project  is  a  matter  solely  for  negotiation 
between  G.I.  and  the  CSET. 

b)  The  Authority  will  endeavour  to  ensure  that  in  relation  to  possible  by-product 
projects  (in  the  edible  or  inedible  sectors)  that  there  is  no  conflict  of  interest 
between  these  projects  and  the  development  plans  for  GX" 

It  is  difficult  to  accept  the  view  of  the  Authority  that  these  items  never  related  to  the  Beef 
Development  Plan. 

The  Government  had  approved  the  financial  package  as  follows:— 

(1)  IDA  Grants  totalling  £25m. 

(2)  Redeemable  preference  shares  of  £5m.  to  be  taken  up  by  the  Authority  and 
repayable  at  £lm.  per  annum  after  5  years,  and 

(3)  currency  swap  loans  under  Section  84  of  the  Corporation  Tax  Act  1976  with  an 
estimated  capitalised  value  of  £30,000,000. 

As  illustrated  in  the  chapter  of  this  Report  dealing  with  Section  84  the  provision  of  (3) 
above,  was  necessitated  by  the  fact  that  in  negotiations  between  the  IDA  and  the  Good- 
man Group  with  regard  to  the  financing  of  the  capital  investment  portion  of  the  Develop- 
ment Plan,  the  Goodman  Group  at  all  times,  requested  that  75%  of  the  cost  thereof  would 
be  grant  assisted  and  insisted  that  the  project  would  not  be  commercially  viable  unless 
this  level  of  grant  aid  was  provided. 
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Combined  IDA  and  FEOGA  grants  were  limited  to  50%  of  the  capital  cost  of  the  project 
viz  £60m.  and  it  was  eventually  agreed  that  the  balance  of  £30m.  could  be  provided  by 
interest  savings  on  borrowings  under  the  Currency  Swap  Section  84  scheme. 

Inherent  in  this  arrangement  was 

(i)  the  requirement  that  this  facility  should  continue  during  the  period  of  the  project 
and  the  period  of  the  borrowings  (8  years);  and 

(ii)  the  necessity  of  establishing  that  AIBP  carried  on  a  "specified  trade"  within  the 
meaning  of  Section  84A  of  the  Corporation  Tax  Act  1976  as  introduced  by  Section 
41  of  the  Finance  Act  1984. 

As  appears  from  the  submission  made  on  the  20th  January  1988  by  AIBPI  to  the  Minister 
for  Finance  proposing  an  amendment  of  Section  84 A  of  the  Corporation  Tax  Act  1976. 

"(i)  Anglo  Irish  Beef  Processors  International  Limited  (Anglo-Irish)  sells  processed 
beef  on  the  export  market  by  means  of  sale  by  wholesale.  Anglo  Irish  carried  on 
this  activity  prior  to  1  January  1981  and,  in  consequence,  is  entitled  to  claim, 
export  sales  relief  on  the  profits  derived  from  that  activity 

(ii)  The  sales  by  Anglo  Irish  include  beef  processed  by  Anglo  Irish  Beef  Processors 
Limited  which  is  a  fellow  subsidiary  of  Anglo  Irish  and  beef  purchased  from  inter- 
vention stock  which  were  processed  by  other  beef  processors  within  the  State". 

As  it  appears  from  the  submission  that  the  sale  by  Anglo  Irish  of  processed  beef  purchased 
from  intervention,  which  had  been  processed  by  other  processors  other  than  AIBP  or  an 
associated  company,  would  not  qualify  as  manufactured  goods  within  the  Act  and  if  the 
sale  of  this  type  of  goods  in  any  accounting  period  exceed  25%  of  all  sales,  then  the  entire 
borrowings  would  not  qualify  as  Section  84  borrowings.  Both  these  requirements  were  of 
considerable  importance  to  the  Goodman  Group  and  they  justifiably  in  the  opinion  of  the 
Tribunal  regarded  them  as  part  of  the  agreed  package  and  pressed  for  their  imple- 
mentation. 

During  the  course  of  evidence  before  this  Tribunal,  in  relation  to  the  Export  Credit  Insur- 
ance issue,  it  was  ascertained  that  84%  of  the  beef  exported  to  Iraq,  between  September, 
1987  and  December  1988  was  beef  purchased  by  the  Goodman  Group  from  intervention. 

Having  regard  to  such  a  high  level  of  purchases  from  intervention  for  export  the  Tribunal 
sought  to  ascertain  from  the  group's  auditors,  Stokes  Kennedy  Crowley,  whether  they  had 
satisfied  themselves  and  the  manner  in  which  they  so  satisfied  themselves  that  at  least 
75%  of  the  goods  sold  by  it  consisted  of  beef  processed  by  its  associated  companies. 

Mr  Mooney  of  SKC  informed  the  Tribunal  that:— 

"(0  under  his  instructions,  the  audit  staff  carried  out  a  series  of  tests  to  establish  the 
source  of  beef  purchased  and  sold  by  Anglo  Irish  Beef  Processors  International 
Ltd.; 

(ii)  AIBPI  was  the  only  company  within  the  group  that  availed  of  Section  84 
borrowings; 
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(iii)  the  proportion  of  total  sales  by  AIBPI  of  beef  purchased  from  AIBP  (an  associ- 
ated Company)  during  the  years  1987  to  1990  were  as  follows: — 

1987  71.3% 

1988.  87% 

1989,...  83% 

1990  97% 

(iv)  In  1987,  direct  purchases  from  AIBP  by  AIBPI  were  71.3%,  leaving  a  shortage  of 
3.7%  which  was  sufficient  to  deprive  them  of  the  benefits  of  the  Section  84  scheme 
unless  it  could  be  established  that  at  least  3.7%  of  the  beef  purchased  by  AIBPI 
from  the  Intervention  Authority  was  beef  which  had  been  processed  by  AIBP  and 
placed  in  intervention  by  them. 

(v)  SKC  satisfied  themselves  that  the  75%  requirement  was  reached  by  the  addition 
of  product  purchased  from  intervention  which  had  been  processed  by  AIBP." 

It  was  for  the  purpose  of  giving  to  AIBPI  greater  flexibility  in  the  purchase  for  export  of 
beef  processed  by  processors  other  than  its  associated  companies,  that  the  amendment 
was  sought. 

Between  May  1989  and  May  1990  there  was  an  exchange  of  correspondence  between  the 
IDA  and  the  Goodman  Group  with  regard  to  various  matters. 

The  Annual  Review  meeting  was  due  to  be  held  on  the  23rd  May,  1990  and  by  letter 
dated  the  21st  day  of  May  1990  Mr  Britton  stated:— 

"As  you  are  aware,  following  a  series  of  meetings  with  the  IDA  last  year,  our  Group 
decided  to  place  the  Development  Plan  on  hold  as  circumstances  did  not  exist  which 
would  have  allowed  the  Plan  to  proceed  in  the  manner  and  with  the  support  originally 
envisaged  and  deemed  essential  by  the  promoters." 

The  Annual  Review  meeting  was  held  on  the  23rd  May,  1990  with  no  change  in  the 
position. 

The  Executives  of  the  IDA  reported  to  "the  Authority"  and  having  considered  the  report 
and  the  contents  of  the  letter  dated  the  21st  May  1990  directed  Mr  Donnelly  to  write  to 
the  Goodman  Group  informing  them  of  the  attitude  of  "the  Authority". 
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By  letter  dated  the  1st  June  1990,  Mr  Donnelly  wrote  as  follows:— 

"IDA  IRELAND 

PRIVATE  &  CONFIDENTIAL 

Mr  Larry  Goodman 
Goodman  International 
14  Castle  Street 
Ardee 

COUNTY  LOUTH 
01  June  1990 
Dear  Larry 

Re:  Five  Year  Beef  Development  Plan: 

The  Authority  has  considered  the  contents  of  your  letter  of  21  May  1990  in  conjunc- 
tion with  the  views  expressed  at  the  Review  Meeting  on  23  May  1990.  From  these 
considerations,  it  would  appear  that  you  decided  last  year  to  postpone  indefinitely  the 
implementation  of  your  Group  Development  Plan  without  regard  to  the  provisions  of 
the  Grant  Agreement. 

As  you  know,  the  Authority  was  not  informed  of  that  decision  when  it  was  made  and 
your  letter  of  the  21  May  was  the  first  indication  received  by  the  Authority  of  your 
decision. 

In  our  view,  that  decision  was,  in  legal  effect,  a  repudiation  of  the  Grant  Agreement 
dated  22  March  1988  and  the  Authority  regards  it  as  such.  As  a  result  the  Grant 
Agreement  has  no  longer  any  effect  and  the  Authority  has  no  outstanding  obligations 
to  you  by  virtue  of  that  Agreement. 

As  you  are  aware,  the  Department  of  Agriculture  &  Food  is  reviewing  the  Beef 
Industry  and  I  share  the  view  that  a  National  Beef  Plan  is  necessary.  I  welcome  your 
interest  in  the  promotion  of  a  National  Beef  Plan  and  your  expressed  intention  of 
initiating  discussions  with  the  Department  of  Agriculture  &  Food  in  that  connection. 

You  advised  me  that  you  wished  to  have  the  discussions  with  the  Department  of 
Agriculture  &  Food  and  to  reflect  further  on  your  future  plans. 

I  am  happy  to  consider  any  new  Corporate  Plan  that  results  from  your  discussions 
and  reflection.  However,  any  assistance  which  the  Authority  might  provide  towards 
a  new  Corporate  Plan  would  be  separate  from,  and  not  a  continuation  of  the  Grant 
Agreement  of  22  March  1988. 

Yours  sincerely 
Sean  Donnelly 
Executive  Director  " 
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This  letter  finally  signalled  the  end  of  the  Five  Year  Beef  Development  Plan  that  had 
been  submitted  by  Goodman  Group  on  the  23rd  day  of  April  1987;  considered  by  the 
Government  on  the  28th  day  of  April  1987  and  "the  Authority"  on  the  26th  day  of  April 
1987,  finally  approved  by  "the  Authority"  on  the  12th  day  of  June  1987  and  by  the  Gov- 
ernment on  the  16th  day  of  June  1987,  announced  at  a  Press  Conference  on  the  18th  day 
of  June  1987  and  amended  by  the  deletion  of  the  "performance"  clause  by  "the  Author- 
ity" on  the  15th  day  of  March  1988  pursuant  to  a  decision  of  the  Government  taken  at  its 
meeting  on  the  8th  day  of  March  1988  and  in  respect  of  which  the  Grant  Agreement  was 
finally  signed  on  the  22nd  day  of  March  1988. 

On  the  basis  of  the  facts  outlined  in  this  Report,  it  is  clear  that 

(i)  the  Five  Year  Development  Plan  1987-1992  in  respect  of  its  Beef  operations  in 
Ireland  was  produced  by  Goodman  International  Limited  at  the  request  of  the 
Industrial  Development  Authority  (IDA)  and  with  its  encouragement  and  there 
has  not  been  established  any  basis  for  the  allegation  that  "the  Authority"  did  not 
and  were  not  able  to  properly  assess  and  evaluate  the  merits  of  the  plan; 

(ii)  the  concept  inherent  in  the  plan  had  the  full  support  of  the  IDA  as  it  was  in 
accord  with  their  development  policy; 

(iii)  the  plan  was  also  in  accordance  with  the  policy  of  the  Government  in  regard  to 
the  development  of  the  food  industry  and  job  creation; 

(iv)  when  the  Government  became  aware  of  the  plan  and  the  negotiations  in  regard 
thereto  being  carried  out  between  the  IDA  and  the  Goodman  Group  it  decided 
to  support  the  concept  of  such  plan  and  to  encourage  and  assist  the  parties  in  the 
negotiations; 

(v)  the  support  given  and  assistance  provided  did  not  mean  that  a  similar  plan  put 
forward  by  another  beef  processor  would  not  receive  similar  support  from  either 
the  Government  or  the  IDA; 

(vi)  the  support  and  assistance  given  by  the  Government  and  the  Ministers  thereof 
prior  to  the  announcement  of  the  plan  did  not  in  the  words  of  Mr  White  the  then 
Managing  Director  of  the  IDA,  in  any  way  amount  to  "political  pressure"; 

(vi)  at  no  stage  did  the  Government  decide  that  it  would  rely  solely  on  the  Goodman 
Group  to  develop  the  beef  industry; 

(vii)  at  no  stage  did  the  Government  decide  against  the  wishes  of  the  IDA  to  give  a 
grant  of  £25m  to  the  Group; 

(viii)  at  no  stage  did  the  entire  or  any  member  of  the  Board  of  the  IDA  threaten  to 
resign  over  a  grant  to  expand  an  industry  that  had  a  surplus  processing  capacity; 

(ix)  on  the  contrary  the  proposed  plan  had  the  full  support  of  the  Board  of  the  IDA 
and  "the  authority",  and  neither  the  Board  nor  "the  Authority"  was  precluded 
from  assessing  the  implications  of  the  plan  on  the  cattle  industry  because  of  polit- 
ical pressure; 

(x)  The  Press  Conference  held  to  announce  the  agreement  between  the  IDA  and 
Goodman  International  was  undoubtedly  held  prematurely  and  not  in  accordance 
with  the  wishes  of  the  IDA  and  Goodman  International  but  at  the  instigation  of 
the  Minister  for  Food,  who  was  unaware  of  the  agreement  made  between  the 
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Chairman  of  "the  Authority"  and  the  Minister  for  Industry  and  Commerce  that 
there  should  be  no  announcement  of  any  plan  until  the  Grant  Agreement  had 
been  signed  but  there  is  nothing  unusual  in  a  Government  or  a  Minister  being 
anxious  to  announce  good  news  and  seeking  to  derive  political  benefit  from  such 
announcement; 

(xi)  in  view  of  the  failure  on  the  part  of  the  Goodman  group  to  proceed  with  the  plan, 
no  grants  were  paid  in  respect  of  any  development  under  the  plan. 

There  is  no  doubt  whatsoever  but  that  the  Government  on  the  8th  day  of  March  1988 
wrongfully  and  in  excess  of  their  powers  under  the  provisions  of  Section  35  of  the  Indus- 
trial Development  Act  1986,  directed  'the  Authority'  to  remove  'the  performance'  clause 
from  the  Grant  Agreement  being  negotiated  between  the  IDA  and  the  Goodman  Group 
and  that  this  direction  was  made  either  at  the  instigation  of  the  then  Taoiseach  or  the 
Secretary  to  his  Department. 
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In  the  course  of  the  debate  on  the  Companies  (Amendment)  Bill  1990,  Deputy  Rabbitte 
stated  on  the  28th  August  1990:— 

"I  am  now  stating  in  this  House  that  I  have  information  which  suggests  that  Mr 
Goodman  proceeded  to  draw  down  much  of  the  £170  million  package  of  Section  84 
loans.  I  am  stating  that  it  is  my  information  that  those  exceptional  credit  lines  were 
manifestly  not  used  for  the  purpose  for  which  they  were  approved:  rather  that  Mr 
Goodman  used  these  facilities  to  fund  imprudent  and  speculative  investments  outside 
the  State  that  had  nothing  to  do  with  the  beef  industry  and  that  in  that  process  the 
Exchequer  was  effectively  defrauded  of  substantial  revenue.  These  are  serious 
charges  which  I  am  asking  the  Minister  for  Industry  and  Commerce  to  address" 

On  the  15th  May  1991  in  Dail  Eireann  he  stated:— 

"We  also  know  that  in  the  Finance  Act  the  Government  made  a  special  arrangement 
to  enable  Mr  Goodman  to  avail  of  High  Coupon  Finance  for  the  Schemes  that  I 
referred  to  earlier.  Since  this  finance  could  only  be  drawn  down  as  working  capital 
and  since  at  least  some  of  it  was  used  outside  the  State  to  fund  speculative  ventures 
that  had  nothing  to  do  with  the  development  of  Agriculture  or  the  reasons  for  which 
it  was  authorised.  I  would  ask  the  Minister  why  was  there  never  any  prosecution. 
Surely  this  is  tantamount  to  tax  evasion." 

In  October  1990  the  then  Worker's  Party  Deputies,  of  which  Deputy  Rabbitte  was  one, 
had  tabled  a  motion  in  Dail  Eireann  seeking  the  establishment  of  a  public  inquiry  for  the 
purpose  of  inquiring,  inter  alia, 

(a)  Whether  or  not  money  borrowed  by  the  Goodman  Group  under  favourable  tax 
terms  for  the  expansion  of  the  beef  processing  industry  was  used  for  the  purposes 
for  which  it  was  acquired. 

In  the  course  of  his  evidence  before  this  Tribunal,  Deputy  Rabbitte  stated  thai  his 
information  which  provided  the  basis  for  the  foregoing  quoted  statements  and  the  allega- 
tions contained  therein  came  from  the  unnamed  banking  source  referred  to  already  and 
claimed  privilege  in  respect  of  the  name  of  such  source, 

285 


286 


Chapter  Eight 


The  Tribunal  was  obliged  to  inquire  into  these  allegations  without  the  assistance  of  such 
"banking  source'*. 

The  reference  to  'The  money  borrowed  by  the  Goodman  Group  under  favourable  tax 
terms  for  the  expansion  of  the  beef  processing  industry"  is  to  borrowings  to  which  the 
provisions  of  Section  84  of  the  Corporation  Tax  Act,  1976  as  amended  relate. 

These  allegations  cannot  be  considered  "in  vacuo"  and  their  consideration  requires  an 
understanding  of  the  operation  of  what  are  described  as  "Section  84  Loans"  and  "High 
Coupon  Section  84  Finance". 

It  appears  that  the  purpose  of  Section  84A  of  the  Corporation  Tax  Act  1976  as  inserted 
by  Section  41  of  the  Finance  Act  1984  was  to  prevent  perceived  abuses  of  the  Corporation 
Profits  Tax/Income  Tax  regime  for  companies  whereby  money  could  be  taken  out  of 
companies  in  a  tax  effective  way. 

Section  84  sought  to  treat  many  of  these  tax  effective  disbursements  from  companies  as 
distributions  of  profits  and  consequently  not  deductible  or  allowable  as  expenses  for  tax 
purposes. 

One  of  the  payments  contemplated  by  Section  84  as  a  distribution  was  interest  on  a  loan 
where  the  level  of  interest  is  dependent  on  the  Company's  financial  performance. 

Such  interest  is  paid  to  the  lending  bank  but  being  treated  as  a  distribution  was  not 
subject  to  the  payment  of  Corporation  Tax  by  the  Bank.  Normally  the  Bank  would  pay 
Corporation  Tax  at  the  rate  of  40%. 

Because  of  this  saving  of  Corporation  Tax,  the  legislation  was  used  to  enable  the  lending 
institution,  the  Bank,  to  share  the  benefit  of  its  tax  saving  with  the  Corporate  Borrower 
by  lending  at  a  reduced  interest  rate  where  the  particular  circumstances  so  allowed. 

These  circumstances  so  allowed  when  a  Company  was  only  liable  for  10%  manufacturing 
rate  or  a  nil  rate  as  a  result  of  export  sales  relief. 

Section  84  of  the  Corporation  Tax  Act  of  1976  was  amended  by  Section  41  of  the  Finance 
Act  1984. 

The  effect  of  this  amendment  was  to  control  the  operation  of  the  Section  84  finance  so 
that  it  became  a  form  of  industrial  incentive:  it  limited  the  meaning  of  the  term  "distribu- 
tion" thereby  narrowing  the  range  of  Corporate  borrowers  who  were  entitled  to  avail  of 
Section  84  Finance. 

The  criteria  laid  down  were  that: 

(i)  The  borrower  carried  on  a  "specified  trade"  as  defined  by  sub-Section  (3)  and 
(5)  of  84A  in  the  State 
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(ii)  The  interest,  if  it  were  not  a  distribution  would  be  treated  as  a  trading  expense. 

A  specified  trade  is  a  trade  which  consists  wholly  or  mainly  of  the  manufacture  of  goods 
which  are  sold  by  a  Company  which  are  manufactured  by  a  fellow  subsidiary  (provided 
the  share  capital  in  both  companies  have  at  least  90%  common  ownership  shall  be  deemed 
to  have  been  manufactured  by  the  company  selling  them). 

A  trade  will  only  consist  wholly  or  mainly  of  the  manufacture  of  goods  if  the  total  amount 
received  from  the  sale  of  qualifying  goods  is  not  less  than  75%  of  the  total  amount  receiv- 
able from  all  sales. 

Although  the  operation  of  Section  84  finance  as  an  industrial  incentive  required  the  lender 
to  share  the  tax  saving  with  the  corporate  borrower,  there  was  no  statutory  obligation  to 
do  so:  it  was  a  matter  for  negotiation  between  borrower  and  lender. 

Mr  Cassels  of  the  Revenue  Commissioners  said  that  as  a  result  of  the  amendment  they 
were  administering  a  tax  incentive  provision  that  they  had  hitherto  considered  offensive 
and  they  applied  the  provisions  very  strictly. 

The  operation  of  the  "High  Coupon  Section  84"  scheme  also  known  as  "the  Swap  Cur- 
rency Section  84"  was  explained  by  Mr  Sean  Donnelly  of  the  Industrial  Development 
Authority  who  stated  that: — 

(1)  the  object  of  this  type  of  finance  is  to  maximise  the  tax  saving  on  the  loan  by 
borrowing  in  a  weak  currency  carrying  a  high  rate  of  interest. 

(2)  the  money  so  borrowed  is  then  converted  into  the  currency  required. 

(3)  the  high  rate  of  interest  provided  is  converted  into  a  distribution  by  the  Section 
84  mechanism  results  in  an  increased  tax  free  payment  to  the  lender. 

(4)  this  usually  results  in  a  lower  rate  of  interest  on  the  borrowings  for  the  company 
borrowing. 

(5)  as  the  loan  is  to  be  repaid  in  the  currency  in  which  it  was  borrowed,  financial 
instruments  are  employed  by  the  borrower  to  secure  a  foreign  exchange  gain  so 
as  to  offset  the  higher  interest  to  be  paid  in  the  weak  currency. 

The  importance  of  the  question  of  Section  84  and  "High  Coupon  Section  84"  borrowings 
in  the  negotiations  between  the  IDA  and  Goodman  International  with  regard  to  the  "5- 
year  Development  Plan"  will  be  dealt  with  in  the  chapter  of  this  Report  dealing  with  the 
IDA, 

At  this  stage,  the  Tribunal  is  dealing  with  the  allegations 

(1)  that  borrowings  made  by  the  Goodman  Group  under  these  headings  were  used 
to  fund  speculative  ventures,  and 

(2)  that  in  the  Finance  Act.  the  Government  made  a  special  arrangement  to  enable 
Mr  Goodman  to  avail  of  High  Coupon  finance  (in  respect  of  Section  84  loans)  to 
fund  speculative  ventures  abroad. 
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It  appears  from  the  evidence  adduced  before  the  Tribunal  that: — 

(1)  Section  84  funds  were  drawn  down  on  an  annual  basis  by  Anglo  Irish  Beef  Pro- 
cessors International  Ltd  (A IBP)  for  the  years  1986  to  1990  inclusive. 

(2)  In  the  period  between  June  1987  when  the  terms  of  the  agreement  for  the  Beef 
Development  Plan  were  agreed  and  the  22nd  March  1988  when  the  agreement 
was  signed,  approximately  £106m  was  drawn  down. 

(3)  In  the  accounting  period  ending  the  31st  December  1987,  AIBP  paid  £.7m  by  way 
of  Section  84  interest  and  in  the  period  31  December  1988,  £10.9m  to  various 
financial  institutions. 

(4)  On  the  appointment  of  the  Examiner  to  the  Goodman  Group  of  Companies  by 
the  High  Court  pursuant  to  the  provisions  of  the  Companies  (Amendment)  Act 
1990  on  the  29th  August  1990  the  Section  84  loans  included  in  the  Statement  of 
Affairs  were  as  follows: — 

Anglo  Irish  Beef  Processors  International  Limited 
Section  84  loans  included  in  the  Statement  of  Affairs  at  29  August  1990 


Bank 

Balance  Currency 

lr£ 

Equivalent 
Ir£ 

Allied  Irish  Banks 

Ir£3,400,00 

3,400,000* 

Banque  National  de  Paris 

Ir£l  ,500,000 

1,500,000 

Irish  Intercontinental  Bank  Mocnico 

NZ$15,463,000 
/Us$10,000,000 

5,833,285 

Contiguous 

NZ$7,500,000 
/Dm8,485,588 

3,162,370 

KBL  Investments 

Nz$14,970,000 
/Dml6,886,301 

6,293,110 

Bank  of  Ireland 

Dm38,333,969 
Us$9,218,040 

14,286,129 
5,377,145 

Ulster  Investment  Bank 

Stg  6,500,000 

7,331,378 

Total  Ir£  Equivalent  47,183,417 

*  Included  is  a  Section  84  loan  of  Ir£400,000  which  was  borrowed  by  AIBP  Carlow 
Exports.  This  amount  was  also  included  in  the  Statement  of  Affairs  of  AIBP  Finan- 
cial Services  at  29  August  1990. 

(5)  In  the  course  of  the  settlement  negotiations  between  the  Examiner,  Stokes  Ken- 
nedy Crowley  and  the  Revenue  officials  dealt  with  in  the  Chapter  on  Tax  Avoid- 
ance the  question  of  Section  84  borrowings  was  raised  in  the  context  of  the  sug- 
gestion that  there  had  been  substantial  amounts  of  money  paid  out  by  the  Group 
for  investments  which  would  not  have  qualified  for  Section  84  relief,  and  in  par- 
ticular shares  in  Berisford  International  pic  and  Unigate  pic. 
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(6)  The  Revenue  officials  accepted  assurances  from  SKC  that  the  usages  to  which 
the  money  borrowed  was  put  by  AIBP  qualified  for  Section  84  purposes. 

(7)  In  the  course  of  his  evidence  to  the  Tribunal,  Mr  Peter  Fitzpatrick,  the  Examiner 
appointed  by  the  High  Court  stated  that: 

(a)  the  Revenue  authorities  confirmed  to  him  that  there  was  no  claim  in  respect 
of  Section  84  financing. 

(b)  the  source  of  the  funds  for  the  purchase  of  the  shares  in  Berisford  Interna- 
tional pic  and  Unigate  pic  was  a  matter  of  concern  to  a  number  of  the  Cred- 
itor Banks  with  whom  he  was  negotiating  a  scheme  of  arrangements. 

(c)  he  prepared  a  schedule  of  the  sources  of  the  funds  for  each  of  these  two 
investments. 

(d)  the  total  cost  of  the  investment  in  Berisford  Iriternational  pic  was  £174.3m 
sterling  including  the  initial  acquisition  costs,  and  margin  deposits  and  carry- 
ing costs. 

(e)  he  was  satisfied  from  his  inquiries  that  £90m  sterling  being  portion  of  the 
initial  acquisition  cost  which  was  £98.7m  sterling  was  funded  by  a  syndicate 
headed  by  Bank  Nationale  de  Paris  and  carrying  costs  of  £54m  sterling  was 
sourced  from  a  spread  of  Banks,  none  of  which  had  an  Irish  operation. 

(/)  to  him  the  source  of  the  balance  of  £30.3m  sterling  comprising  the  balance  of 
£8.7m  sterling  towards  the  original  acquisition  costs  and  £21.6m  sterling  in 
respect  of  carrying  costs  was  unclear. 

(g)  the  total  cost  of  the  investment  in  Unigate  pic  was  £1 10.9m  sterling  including 
initial  acquisition  costs  and  margin  calls. 

(h)  the  purchase  consideration  of  £62.6m  sterling  had  been  sourced  through  Bank 
Paribas  and  margin  calls  of  £33m  sterling  were  sourced  from  a  list  of  Banks 
none  of  which  had  an  Irish  place  of  business  through  which  they  could  avail 
of  Section  84. 

(/)  he  did  not  undertake  any  examinations  to  trace  how  the  Section  84  loans  were 
used  but  was  satisfied  that  the  amounts  to  which  he  referred  as  being  sourced 
by  Banks  with  no  operations  in  the  State  were  not  loans  to  which  Section  84 
applied. 

(8)  In  the  course  of  his  evidence  to  the  Tribunal  Mr  Mooney  of  SKC  stated  that: 

(i)  AIBP  paid  the  £30.3m  sterling  about  which  Mr  Fitzpatrick  was  unclear  in 
respect  of  the  shares  in  Berisford  International  pic,  between  September  1988 
and  August  1990. 

(ii)  AIBP  paid  the  £15.3m  sterling  about  which  Mr  Fitzpatrick  was  unclear  in 
respect  of  the  shares  Unigate  pic  during  the  period  November  1988  to  Aug- 
ust 1990. 

(iii)  AIBP  never  borrowed  Section  84  funds. 

(iv)  AIBPI  was  the  only  company  within  the  group  which  availed  of  Section  84 
finance. 

Mr  Mooney  produced  the  accounts  of  AIBPI  for  each  of  the  years  ending  31.12.1986,  '87, 
'88,  '89  and  '90. 
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These  were  analysed  by  both  Mr  Mooney  and  Mr  O'Donghaile  of  the  Revenue  Commis- 
sioners and  such  analysis,  together  with  the  evidence  of  Mr  Fitzpatrick  satisfied  the  Tribu- 
nal that  the  Section  84  funds  borrowed  by  AIBPI  were  used  for  working  capital  purposes 
and  no  portion  thereof  was  used  for  any  other  purpose  including  the  acquisition  of  shares 
in  Berisford  International  pic  and  Unigate  pic. 

In  the  course  of  his  speech  on  the  15th  day  of  May  1991  Deputy  Rabbitte  had  stated: — 

"We  also  know  that  in  the  Finance  Act  the  Government  made  a  special  arrangement 
to  enable  Mr  Goodman  to  avail  of  High  Coupon  Finance  for  the  schemes  that  I 
referred  to  earlier". 

In  the  course  of  his  speech  on  the  Companies  (Amendment)  Bill  1990  Deputy  Spring  had 
stated,  in  the  course  of  detailing  the  support  given  to  the  Goodman  Group  by  the  Fianna 
Fail  Government,  that: — 

"Support  included  changes  in  the  tax  laws,  to  enable  a  substantial  amount  of  Mr 
Goodman's  income  from  beef  processing  to  be  taxed  at  the  10  per  cent  manufacturing 
rate.  Further  changes  included  provisions  which  made  Section  84  financing  for  Mr 
Goodman  more  advantageous." 

In  these  extracts,  there  are  contained  three  instances  of  alleged  changes  in  the  tax  laws 
enacted  for  the  benefit  of  the  Goodman  Group  of  Companies  viz. 

(i)  in  the  Finance  Act,  the  Government  made  a  special  arrangement  to  enable  Mr 
Goodman  to  avail  of  High  Coupon  Finance. 

(ii)  provisions  were  made  to  make  Section  84  financing  more  advantageous  to  Mr 
Goodman. 

(iii)  changes  were  made  in  the  tax  laws  to  enable  a  substantial  amount  of  Mr  Good- 
man's income  to  be  taxed  at  the  10%  manufacturing  rate. 

It  appears  from  the  Memorandum  for  Government  dated  the  16th  June  1987  and  prepared 
by  the  office  of  the  Minister  for  Agriculture  and  Food  seeking  the  approval  for  grant  aid 
by  the  Industrial  Development  Authority  towards  the  cost  of  a  major  capital  development 
by  Goodman  International  Ltd.  of  its  Irish  meat  operations  that  the  total  plan  would  cost 
an  estimated  £261m  over  an  eight  year  period  of  which  the  capital  expenditure  would 
amount  to  £120m. 

It  was  proposed  that  the  capital  expenditure  would  be  funded  as  follows: — 


(a)  IDA  Capital  Grants  £25m 

(b)  IDA  Redeemable  Preference  Shares  £5m 

(c)  Capital  Value  of  Section  84  loans  £30m 

(d)  FEOGA  aid  sought  £30m 
(V)  Shareholder's  Funds  £30m 

£120m 

Working  Capital  provided  by  Shareholder  £141m 


TOTAL: 


£261m 
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The  memorandum  further  stated  that: 

3.  "The  Section  84  currency  swap  arrangements  will  require  both  Central  Bank  and 
Revenue  clearance.  They  comprise  an  essential  element  of  the  financial  package 
for  the  promoters  and  any  diminution  of  the  expected  interest  savings  would 
undermine  the  proposed  project  financing.  There  is,  however,  no  commitment  by 
the  IDA  to  make  good  any  reduction  in  such  interest  savings.  An  estimated  two 
thirds  of  the  £30m  capital  value  of  the  Section  84  arrangements  will  in  practice  be 
met  by  the  Exchequer  by  way  of  tax  relief  for  domestic  financial  institutions;  the 
remaining  one  third  approximately  will  use  overseas  tax  capacity." 

12(ii)  of  the  memorandum  provided  that: 
The  Government  is  asked  to  note: 

(ii)  "that  the  financing  of  the  project  is  based  on  the  assumption  of  the  availability 
of  a  loan  facility  of  £120m  under  the  "Swap"  currency  Section  84  scheme  (as 
available  in  line  with  current  Central  Bank  and  Revenue  Commissioners 
procedures)  and  on  the  assumption  that  no  liability  to  Capital  Gains  Tax  in 
respect  of  such  loan  facility  would  arise  in  this  case." 

The  Minister  for  Finance's  reply  to  this  statement  is  contained  in  the  memorandum  and 
is  as  follows: — 

"The  Minister  for  Finance  points  out  that  the  claim  in  Para.  12.2  of  the  Memo  that 
the  Section  84  currency  swap  arrangement  is  "available  in  line  with  current  Central 
Bank  and  Revenue  procedures".  There  are  no  such  arrangements  in  existence.  The 
Revenue  Commissioners  have  ruled  that  the  one  other  case  presented  to  them  to 
date  was  in  breach  of  the  law.  With  regard  to  capital  gains  tax  the  Minister  cannot 
say  whether  a  C.G.T.  liability  will  arise  in  the  absence  of  details." 

On  the  16th  June  1987  the  Government  agreed  to  support  the  development  and  approved 
the  financing  package  as  outlined  in  the  memorandum  involving: — 

XI)  IDA  capital  grants  totalling  £25,000,000, 

(2)  IDA  redeemable  preference  shares  of  £5,000,000  to  be  taken  up  by  the  Authority 
and  repayable  at  £1,000,000  per  annum  after  5  years,  and 

(3)  Currency  swap  loans  under  Section  84  of  the  Corporation  Act  Tax  1976,  with  an 
estimated  capitalised  value  of  £30,000,000. 

It  is  clear  from  the  account  of  the  negotiations  between  the  IDA  and  the  Goodman  Group 
that  the  Goodman  Group  at  the  early  stage  of  such  negotiations  wanted  a  grant  package 
of  75%  of  the  capital  costs  of  the  scheme  and  only  accepted  the  agreement  with  regard 
to  the  swap  currency  Section  84  finance  with  reluctance. 

The  initial  response  of  the  Goodman  Group  to  the  suggestion  that  portion  of  the  develop- 
ment could  be  financed  by  such  borrowing  was  that  it  would  not  work  because  of 

(i)  the  Group's  existing  structure. 

(ii)  the  fact  that  the  definition  of  "specified  trade"  would  not  allow  the  Group  to 
avail  fully  of  the  provisions  of  Section  84. 
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(iii)  the  requirement  that  75%  of  the  goods  sold  by  the  exporting  Company  AIBP 
had  to  be  manufactured  by  a  company  with  which  there  was  a  90%  joint  owner- 
ship relation. 

(iv)  the  fact  that  AIBPI  sold  beef  purchased  from  intervention  in  addition  to  that 
purchased  from  AIBP  and  provision  for  this  situation  would  require  an  amend- 
ment of  Section  84. 

The  IDA  indicated  that  it  was  for  the  Group  to  seek  such  amendment  from  the  Depart- 
ment of  Finance  but  that  it  would  support  any  change  that  was  necessary  in  order  to 
realise  the  Beef  Development  Plan. 

On  the  2nd  July  1987  Goodman  International  submitted  to  the  Deptartment  of  Finance 
that  Section  84  of  the  Corporation  Tax  Act,  1976  be  amended.  The  terms  of  the  submission 
are  set  out  hereunder: 

PROPOSED  AMENDMENT  TO  SECTION  84  A  OF  THE  C.  TAX  ACT 
1976  TO  FACILITATE  THE  BORROWING  OF  SECTION  84  FINANCE 
BY  ANGLO  IRISH  BEEF  PROCESSORS  INTERNATIONAL  LIMITED 

The  suggested  addition  to  Sub-section  3  of  Section  84  A  of  the  CT  Act  1976  would 
be  as  follows: 

(d)  A  trade  which  consists  wholly  or  mainly  of  either  or  both  of — 

(i)  the  manufacture  of  goods  within  the  meaning  of  paragraph  (a),  and 

(ii)  the  selling  by  wholesale  of  goods  manufactured  within  the  State  which  by 
virtue  of  Sub-section  (3)  of  Section  54  are  brought  within  the  definition  of 
"goods"  in  Sub-section  (1)  of  that  Section. 

Commentary 

(1)  Anglo  Irish  Beef  Processors  International  Limited  (Anglo  Irish)  sells  processed 
beef  on  the  export  market  by  means  of  sale  by  wholesale.  Anglo  Irish  carried  on 
this  activity  prior  to  1  January  1981  and,  in  consequence,  is  entitled  to  claim 
export  sales  relief  on  the  profits  derived  from  that  activity. 

(2)  The  sales  by  Anglo  Irish  include  beef  processed  by  Anglo  Irish  Beef  Processors 
Limited  which  is  a  fellow  subsidiary  of  Anglo  Irish  and  beef  purchased  from 
intervention  stock  which  were  processed  by  other  beef  processors  within  the 
State. 

(3)  Anglo  Irish  now  wishes  to  borrow  substantial  Section  84  funds  to  finance  its 
export  sales  and  debtors.  Section  84  A  of  the  CT  Act  1976  as  introduced  by 
Section  41  of  the  Finance  Act,  1984  requires  that  the  borrower  carry  on  a  "speci- 
fied trade"  within  the  meaning  of  that  Section.  A  specified  trade  means  a  trade 
which  consists  wholly  or  mainly  of: 

(a)  The  manufacture  of  goods  (including  activities)  which  would  qualify  as  the 
manufacture  of  goods  under  section  39  of  the  Finance  Act,  1980  were  the 
borrower  to  make  a  claim  for  relief  under  that  Section.  Section  39, 1  (A)  and 
(B)  provides  that  goods  sold  by  a  company  which  are  being  manufactured  by 
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its  fellow  subsidiary  (providing  the  share  capital  in  both  companies  have  at 
least  90%  common  ownership)  shall  be  deemed  to  have  been  manufactured 
by  the  company  selling  them.  In  consequence,  the  sale  by  Anglo  Irish  of  the 
beef  processed  within  the  Group  is  deemed  to  be  a  sale  of  manufactured 
goods  for  the  above-mentioned  purposes.  However,  paragraph  5  of  Section 
84  A  states  that  a  trade  will  only  consist  wholly  or  mainly  of  the  manufacturer 
of  goods  if  the  total  amount  received  from  the  sale  of  qualifying  goods  is  not 
less  than  75%  of  the  total  amount  receivable  from  all  sales.  The  sale  by 
Anglo  Irish  of  processed  beef  purchased  from  intervention  will  not  qualify  as 
manufactured  goods  under  Section  39  and,  in  consequence,  if  the  sales  of  this 
type  of  goods  in  any  accounting  period  exceed  25%  of  all  sales,  then  the 
entire  borrowings  would  not  qualify  as  Section  84  borrowing  under  the  provi- 
sions of  Section  84A. 

(4)  We  have  reviewed  the  issue  as  to  whether  classifying  Anglo  Irish  as  a  trading 
house  under  Section  29  of  the  Finance  Act,  1987  would  bring  the  sale  of  goods 
purchased  from  intervention  within  Section  39  of  the  Finance  Act,  1980  while  still 
not  preventing  Anglo  Irish  from  claiming  export  sales  relief  on  the  profits  deriv- 
ing from  those  sales.  We  have  come  to  the  conclusion  that  this  is  not  possible 
because  in  order  to  be  defined  as  "export  goods"  within  the  meaning  of  Section 
29,  it  would  be  necessary  for  Anglo  to  be  claiming  the  10%  reduced  rate  of 
corporation  tax,  rather  than  export  sales  relief,  which  is  the  relief  which  we  under- 
stand will  continue  to  be  claimed  by  Anglo. 

(5)  In  order  to  deal  with  the  above-mentioned  problem,  we  suggest  a  commitment 
be  obtained  for  the  Finance  Act,  1988  to  include  the  amendment  as  outlined 
above. 

2  July  1987 

The  reasons  for  seeking  the  said  amendment  as  set  out  in  the  said  submission  were  that: 

(i)  under  the  existing  legislation  a  company  to  claim  relief  under  the  Section  must 
either  manufacture  the  goods  sold  or  they  must  be  manufactured  by  a  fellow 
subsidiary  (provided  that  the  share  capital  in  both  companies  have  at  least  90%), 

(ii)  if  the  company  however  purchased  goods  manufactured  by  other  companies  for 
the  purpose  of  export,  then  the  entire  borrowings  would  not  qualify  as  Section  84 
borrowing  under  the  provisions  of  Section  84A  unless  if  such  purchases  exceeded 
25%  of  the  entire  goods  sold. 

As  it  was  the  practice  of  Anglo  Irish  to  purchase  beef  from  intervention  for  the  purpose 
of  export,  the  amendment  was  sought. 

The  submission  suggested  that  the  proposed  amendment  be  included  in  the  Finance  Act 
1988. 

On  the  20th  day  of  January  1988  Laurence  Goodman  wrote  to  the  Minister  for  Finance 
as  follows: — 
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"20  January  1988  Our  ref:  LJG/GB 

Mr  Ray  McSharry  TD, 
Minister  for  Finance 
Government  Buildings 
Merrion  Street 
Dublin  2 

Re    Section  84  Financing 
Dear  Minister 

You  will  be  aware  of  the  Goodman  Group  Development  Programme  announced  last 
September.  In  our  negotiations  on  the  programme  with  the  IDA  and  the  Department 
of  Agriculture  and  Food  we  received  an  assurance  that  they  would  pursue  with  your 
Department  the  question  of  a  minor  amendment  to  Section  84  of  the  Corporation 
Tax  Act  1976. 

The  amendment  is  of  a  technical  nature  and  its  effect  is  to  enable  us  to  use  Section 
84  borrowings  more  fully  in  funding  our  export  business.  I  enclose  a  memorandum 
prepared  by  Stokes  Kennedy  Crowley  &  Co.,  detailing  the  proposed  amendments 
and  setting  out  a  more  complete  commentary  on  its  effects. 

The  Minister  for  Agriculture  and  Food  may  have  been  in  contact  with  officials  of 
your  Department  on  this  matter  already.  I  should  be  grateful  if  you  would  confirm 
that  the  Finance  Bill  will  contain  an  amendment  along  the  lines  suggested  in  the 
enclosed  draft. 

I  look  forward  to  hearing  from  you. 
Yours  sincerely 

GOODMAN  INTERNATIONAL  LIMITED 

LAURENCE  J.  GOODMAN 

Chairman  and  Chief  Executive. 

14  Castle  Street,  Ardee,  Co.  Louth,  Ireland" 

A  submission  from  Mr  D  Quigley,  of  Department  of  Finance  to  the  Minister  dealing  with 
Section  84  loans  and  dated  the  11th  March  1988  included  the  following: 

"The  second  Section  84-related  item  concerns  a  letter  from  Goodman  International 
requesting  an  amendment  to  the  Section  84  provisions  to  allow  a  particular  company 
in  their  group  to  take  a  substantial  Section  84  loan  to  finance  its  export  sales  and  its 
debts.  This  company  sells  processed  beef  on  the  export  market  on  a  wholesale  basis 
and  gets  export  sales  relief  on  the  profits  from  these  sales.  The  beef  is  obtained  partly 
from  another  company  in  the  group  which  processes  it  and  partly  from  intervention. 
If  the  intervention  portion  exceeds  25  per  cent  of  the  total  sales  of  the  exporting 
company  in  any  accounting  period,  then  the  company  will  not  qualify  for  a  Section 
84  loan  because  of  the  requirement  that  at  least  75  per  cent  of  the  sales  in  this  instance 
has  to  come  from  the  associated  company  which  processed  the  beef.  Goodman  Inter- 
national state  that  they  want  to  use  Section  84  loans  more  fully  in  funding  their  export 
business  and  they  have  suggested  an  amendment  to  cover  this  intervention  situation. 
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The  amendment  suggested  by  them  would  allow  a  non-manufacturing  company  to 
qualify  for  a  Section  84  loan  if  it  sells  goods  by  wholesale  on  the  export  market  and 
such  goods  are  manufactured  in  the  State. 

This  amendment  would  extend  the  scope  for  Section  84  loans  and  we  would  be 
strongly  opposed  to  it:  the  intention,  as  already  decided  by  the  Government,  is  to 
consider  moving  towards  greater  restriction." 

The  proposed  amendment  was  not  included  in  the  Finance  Bill  1988  and  on  the  28th  Sep- 
tember 1988  Brian  Britton,  Deputy  Chief  Executive  of  Goodman  International  wrote  to  Mr 
Sean  Donnelly,  who  had  been  seconded  from  the  IDA  to  the  Taoiseach's  office  as  follows: — 

"Goodman  International 

28  September  1988 

Mr  Sean  Donnelly 
The  Taoiseach's  Office 
Dail  Eireann 
Kildare  Street 
Dublin  2 

Dear  Sean 

Further  to  our  telephone  conversation  of  yesterday,  I  set  out  briefly  the  amendment 
which  was  supposed  to  be  in  the  Finance  Bill. 

Section  84  is  available  only  to  a  company  which  carries  on  a  specified  trade.  A  speci- 
fied trade  is  one  where  not  less  than  75%  of  sales  consist  of  the  sale  of  goods  manufac- 
tured by  the  company  or  by  Group  companies. 

If  in  any  accounting  period  non-Group  processed  sales  by  AIBP  International  exceed 
25%  of  total  sales  then  AIBP  International  Limited  is  not  carrying  on  a  specified 
trade  and  cannot  avail  of  Section  84.  Therefore,  the  bank  would  be  taxable  on  any 
interest  received  from  AIBP  International.  The  bank  could  then  presumably  call  on 
AIBP  International  to  pay  further  interest  to  cover  its  tax  exposure. 

Our  proposed  amendment  was  that  AIBP  International  Limited  could  avail  of  Section 
84  if  it  exported  by  wholesale  Irish  processed  beef,  notwithstanding  that  the  beef 
might  have  been  processed  by  an  unconnected  company. 

I  enclose  a  copy  of  a  detailed  submission  which  we  made  to  the  Department  of  Fin- 
ance on  2  July,  1987  regarding  this  matter  and  which  will  have  to  be  reactivated.  I 
note  that  you  will  be  speaking  initially  to  the  IDA  and  thereafter  to  the  Department 
of  Finance.  If  I  do  not  hear  from  you  within  the  next  10  days  I  will  contact  you  to 
see  what  progress  has  been  made  on  the  matter  and  what  further  action  is  required. 

Kind  regards. 

Yours  sincerely 

GOODMAN  INTERNATIONAL  LIMITED 

BRIAN  BRITTON 

Deputy  Chief  Executive  —  Finance" 


296 


Chapter  Eight 


The  question  of  this  proposed  amendment  was  again  the  subject  of  a  submission  dated 
the  21st  March  1989  in  connection  with  the  Finance  Bill  1989  which  having  reviewed  the 
position  concluded  as  follows: — 

"  the  same  reasons  that  applied  last  year  are  still  valid  and  we  see  no  reason  to 

change  our  recommendation." 

The  Minister  for  Finance  agreed  with  this  recommendation  and  no  legislative  changes 
were  introduced. 

Consequently  the  statements  made  by  both  deputies  with  regard  to  amendments  of  the 
provisions  of  the  Finance  Acts  with  regard  to  Section  84  borrowings  to  make  them  more 
advantageous  to  the  Goodman  Group  are  incorrect. 

Mr  Liam  Murphy,  Principal  Officer,  Budget  Section  of  the  Department  of  Finance  stated 
in  evidence  before  the  Tribunal  that  there  was  no  change  in  the  Section  84  legislation 
contained  in  either  the  1987  or  1988  Finance  Acts  and  while  there  were  changes  in  the 
1989, 1990, 1991  and  1992  Finance  Acts,  such  changes  were  designed  to  restrict  the  applica- 
tion of  Section  84  and  not  to  extend  it. 

While  this  proposed  amendment  was  never  enacted  into  legislation  it  would  appear  how- 
ever that  Goodman  International  during  the  course  of  negotiations  with  regard  to  the 
Development  Plan  sought  that  such  an  amendment  would  be  made. 

In  the  course  of  the  First  Annual  Review  of  the  Plan  by  the  IDA  and  the  Goodman 
Group,  on  the  21/4/1989,  Mr  Britton  informed  the  IDA  representatives  that  there  would 
be  no  progress  on  the  capital  investment  programme  until  certain  matters,  in  respect  of 
which  Mr  Britton  said  they  had  received  assurances  from  the  IDA,  the  Department  of 
Agriculture  and  the  Government,  were  forthcoming. 

These  included: — 

(i)  an  assurance  that  Section  84  currency  swap  finance  would  not  be  curtailed  during 
the  eight  year  life  of  the  Plan: — 

(ii)  a  Government  undertaking  to  obtain  the  legislative  change  to  allow  IABPI  utilise 
Section  84  Finance  more  fully. 

It  would  appear  that  the  Goodman  Group  alleged  that  agreement  had  been  reached  on 
these  proposals  and  that  such  agreement  would  be  confirmed  in  writing  and  a  draft  letter 
containing  such  assurances  was  submitted  through  the  Office  of  the  Minister  for  Food  to 
the  Department  of  the  Taoiseach  on  the  28th  July  1987. 

The  terms  of  the  draft  letter  were: 

"Dear  Mr  Goodman 

I  refer  to  the  package  of  assistance  negotiated  with  the  IDA  in  relation  to  your  £120m 
development  programme. 

I  set  out  below  the  commitments  which  the  Government  have  given  as  part  of  their 
support  for  the  overall  project  in  relation  to  Section  84  currency  swap  finance. 
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(1)  I  confirm  on  behalf  of  the  Government,  that  the  availability  of  Section  84  cur- 
rency swap  finance  to  the  Group,  Goodman  International  Ltd.,  will  not  be  cur- 
tailed during  the  8  year  life  of  the  project  as  a  consequence  of  legislative  changes. 

(2)  I  undertake  on  behalf  of  the  Government  to  obtain  the  following  legislative 
change  required  to  allow  Anglo-Irish  Beef  Processors  International  Ltd.  utilise 
the  Section  84  finance.  An  addition  to  Sub-section  3  of  the  Section  84  (A)  of  the 
CT  Act,  1976  would  be  as  follows:— 

"A  trade  which  consists  wholly  or  mainly  of  either  or  both  of — 

(i)  the  manufacture  of  goods  within  the  meaning  of  paragraph  (a),  and 

(ii)  the  selling  by  wholesale  of  goods  manufactured  within  the  State  which  by  virtue 
of  Sub-section  (3)  of  Section  84  are  brought  within  the  definition  of  "goods"  in 
Sub-section  (1)  of  that  Section."  / 

Yours  sincerely," 

A  letter  in  the  terms  sought  was  not  sent  but  on  the  28th  day  of  July  1987  the  Minister 
for  Food  wrote: 

"Dear  Mr  Goodman 

I  refer  to  the  package  of  assistance  negotiated  with  the  IDA  in  relation  to  your  £120m 
development  programme. 

I  set  out  below  the  commitment  which  the  Department  of  Agriculture  and  Food  have 
given  as  part  of  their  support  for  the  overall  project,  specifically  in  relation  to  the 
FEOGA  support  for  the  package. 

1.  The  Department  of  Agriculture  and  Food  will  seek  a  special  FEOGA  package  for 
the  Beef  Industry. 

2.  In  addition,  the  Department  of  Agriculture  and  Food  will  seek  to  obtain  priority 
status  for  the  development  of  the  Irish  Beef  Industry  within  FEOGA 

3.  The  Department  of  Agriculture  and  Food  will  strongly  support  the  application  by 
Goodman  International  for  FEOGA  grants  at  the  maximum  level." 


However  Mr  Lowery  of  the  IDA  wrote  to  Mr  Goodman  on  the  6/8/1987  and  in  connection 
with  Section  84  funding  stated:— 

"1  Section  84  funding. 

a)  The  Authority  has  approved  and  recommended  to  Government  the  agreed 
funding/incentive  package  which  includes  the  provision  of  High  Coupon  Section 
84  currency  swap  facilities.  A  submission  to  obtain  Revenue  Commissioners 
approval  to  the  proposed  arrangements  will  be  made  by  the  IDA. 

b)  The  Authority  will  give  full  support  to  the  legislative  change  required  to  allow 
Anglo  Irish  Beef  Processors  International  Ltd  to  utilise  the  Section  84  Finance. 
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c)  The  Authority  strongly  supports  and  will  assist  in  whatever  way  appropriate 
the  Company's  request  to  the  Central  Bank  for  approval  of  the  currency  swap 
mechanism. 

d)  The  Authority  supports  strongly  and  will  assist  in  whatever  way  appropriate  the 
Company's  submission  to  Government  requesting  assurances  that  the  Section  84 
currency  swap  facility  will  remain  in  place  for  the  duration  of  the  project  " 

The  action  of  the  Taoiseach  in  refusing  to  approve  of  the  terms  of  the  letter  drafted  by 
Minister  Walsh  containing  commitments  on  behalf  of  the  Government  indicates  that  the 
Government  was  not  in  any  way  committing  itself  to  the  introduction  of  the  legislative 
changes  sought  by  the  Goodman  Group  and  did  not  in  fact  introduce  such  legislation. 

On  the  16th  day  of  November  1987  Mr  Britton  wrote  to  the  Minister  for  Food  as  follows: — 

"Mr  Joe  Walsh  TD 
Minister  for  Food 

Department  of  Agriculture  and  Food 
Kildare  Street 
Dublin  2 

Re:  Section  84  Currency  Swap  Finance 
Dear  Minister 

Further  to  commitments  given  by  the  Government  during  our  negotiations  on  the 
Group's  Development  Plan  earlier  this  year,  wherein  these  commitments  would  be 
confirmed  to  us,  in  writing,  I  would  now  like  to  request  formally  such  confirmation 
in  writing. 

Suggested  wording  was  submitted  through  you  to  the  Taoiseach's  Department  on  28 
July,  1987.  It  was  then  suggested  that  Mr  Padraic  O'hUiginn,  Secretary  to  the  Govern- 
ment in  the  Taoiseach's  Office  would  be  contacting  us  to  discuss  the  matter.  We  have 
had  no  contact  from  him  other  than  a  request  also  through  you  for  a  memorandum 
summarising  the  proposed  change  to  the  legislation  together  with  an  explanation  on 
the  change.  This  was  submitted,  once  again  via  yourself,  on  12  August  1987. 

Following  a  further  request  from  you,  John  Loughrey  wrote  to  us  on  11  September, 
1987  indicating  that  the  proposed  change  in  the  legislation  raised  by  us  could  only  be 
considered  in  the  context  of  next  year's  Finance  Bill,  and  that  your  Department  was 
pursuing  this  matter  with  the  Department  of  Finance. 

We  have  raised  the  matter  on  a  number  of  occasions  with  you  subsequently  but  to 
date  we  have  not  received  the  required  commitment  from  the  Government  in  writing. 
The  matter  was  also  raised  by  Larry  Goodman  in  a  meeting  with  the  Taoiseach  this 
weekend. 

I  enclose,  for  your  convenience,  a  copy  of  our  required  commitment  letter  and  mem- 
orandum summarising  the  proposed  change  to  the  legislation,  together  with  an 
explanation  on  the  change. 
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I  would  be  available  to  meet  with  you  at  any  time  to  progress  this  matter. 
Yours  sincerely 

GOODMAN  INTERNATIONAL  LIMITED 

BRIAN  BRITTON 

Deputy  Chief  Executive  —  Finance" 

Because  of  the  amount  of  High  Coupon  Section  84  Finance  required  it  was  extremely 
important  that  it  be  known  in  advance  the  tax  implication  thereof. 

By  letter  dated  the  17th  day  of  August  1987,  the  IDA  sought  from  the  Revenue  Commis- 
sioners, an  advance  opinion  on  the  efficiency  of  the  proposed  High  Coupon  mechanism 
applicable  to  the  facts  set  out  in  the  letter  and  the  letter  stated  that  the  funds  would  be 
borrowed  and  used  by  AIBPI  to  fund  working  capital  commitments. 

The  IDA  sought  confirmation 

(a)  that  the  interest  payable  on  such  borrowings  would  be  treated  as  a  qualifying 
distribution  of  a  specified  trade  and 

(b)  that  any  exchange  gain  on  the  disposal  of  currency  would  be  treated  as  income 
attributable  to  the  sale  of  goods  for  the  purposes  of  Section  58(4)  of  the  Corpora- 
tion Tax  Act  1976. 

By  letter  dated  the  8th  September  1987,  Mr  Frank  Cassells  on  behalf  of  the  Revenue 
Commissioners,  gave  the  necessary  confirmation  based  on  the  hypothetical  fact  set  out  in 
the  IDA  letter  of  the  17/8/1987. 

In  the  course  of  his  evidence  Mr  Cassells  stated  that 

(i)  the  opinion  as  expressed  by  him  was  based  on  the  existing  law  and  practice. 

(ii)  the  opinion  was  not  influenced  in  any  way  by  the  context  of  the  Beef  Develop- 
ment Plan. 

"(in)  the  opinion  was  based  solely  on  the  facts  outlined  in  the  letter. 

(iv)  in  the  case  of  Section  84  relief  the  Revenue  construed  the  Act  very  strictly. 

(v)  it  was  the  first  occasion  upon  which  the  IDA  had  sought  such  an  opinion. 

(vi)  the  key  issue  was  the  second  question  viz  the  status  for  tax  purposes  of  the 
exchange,  gain. 

(vii)  the  Revenue  Commissioners  were  forced  to  the  conclusion  that  having  regard  to 
the  wording  of  the  Export  Sales  Relief  provisions  the  gain  could  not  be  severed 
from  the  Company's  trading  income  and  as  such  was  a  receipt  of  export  sales 
relieved  trading  and  accordingly  not  liable  to  tax. 

He  particularly  reiterated  the  Revenue  Commissioners  position  viz  that  the  opinion  given 
:3£as:;ane:  given  on  a  particular  statement  of  facts  :  that  if  the  actual  facts  differed  from 
those  stated,  the  opinion  would  have  no  validity  and  the  fact  that  the  particular  funds 
were  to  be  used  in  furtherance  of  the  Beef  Development  Plan  would  not  be  a  factor  in 
considering  the  application  of  the  relief. 
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The  IDA  acted  quite  properly  in  seeking  the  opinion  of  the  Revenue  Commissioners  and 
the  Revenue  Commissioners  acted  independently  in  giving  the  opinion  sought  on  the  basis 
of  the  existing  law  and  without  reference  to  the  Beef  Development  Plan. 

With  regard  to  the  allegation  made  by  Deputy  Spring  that  "support  included  changes  in 
the  tax  laws  to  enable  a  substantial  amount  of  Mr  Goodman's  income  from  beef  processing 
to  be  taxed  at  the  10  per  cent  manufacturing  rate"  Mr  Liam  Murphy  stated  that: — 

(i)  the  10%  manufacturing  rate  had  always  applied  to  meat  processing 

(ii)  An  amendment  was  considered  necessary  to  deal  with  the  situation  created  by  a 
number  of  decisions  by  the  Courts  which  gave  the  benefit  of  this  rate  to  activities 
such  as  banana  ripening,  coal  grading,  milk  pasteurisation  and  grain  drying  which 
were  not  regarded  as  genuine  manufacturing  activities 

(iii)  the  Finance  Act  1990  introduced  provisions  to  limit  the  definition  of  manufactur- 
ing and  thereby  deprive  such  activities  of  the  benefit  of  the  10%  rate  of  tax 

(iv)  In  order  to  ensure  that  genuine  manufacturing  activities  were  not  inadvertently 
excluded  from  the  benefit  of  the  10%  rate  of  tax,  Section  41  of  the  Finance  Act 
1990  specifically  provided  that  meat  processing  fish  processing  and  certain  other 
activities  would  continue  to  be  regarded  as  manufacturing. 

To  suggest  that  such  amendment  was  introduced  for  the  benefit  of  Mr  Goodman  or  his 
companies  was  obviously  incorrect. 

Section  52  of  the  Finance  Act  1986  provided  that  capital  allowance  for  plant  and 
machinery  would  be  reduced  by  the  amount  of  any  IDA  or  other  grants  paid  from  State 
sources. 

On  the  15th  day  of  April  1987  Mr  Brian  Britton  wrote  to  the  Minister  for  Finance  Mr 
Ray  McSharry  TD  submitting  a  proposal  on  behalf  of  Goodman  International  for  the 
amendment  of  Section  52  of  the  Finance  Act  1986  as  regards  the  Food  Sector. 


This  submission  entitled  "Capital  Allowances  on  Grant  Aided  Assets  for  the  Food  Indus- 
try" proposed  that 

"1.  Companies  in  the  Food  Sector  purchasing  plant  and  machinery  (for  their  own  use) 
should  be  exempt  from  Section  52  of  the  Finance  Act  1986 

2.  The  section  would  still  apply  to  leased  assets  and  to  capital  expenditure  in  the  non- 
food sectors" 

and  expressed  the  belief  that  "the  major  effects  on  the  economy  as  a  result  of  this  proposal 
would  be 

(1)  Increased  investment  in  food  processing  technology  by  the  Food  Processing 
Sector. 

(2)  A  significant  increase  in  export  earnings  as  our  food  industry  increases  its  raw 
material  base  to  accommodate  its  market  lead  development  in  export  sales. 

(3)  The  development  would  shift  the  emphasis  away  from  commodity  trading  thereby 
offering  more  stable  returns  to  the  farmer  and  creating  an  environment  whereby 
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he  can  expand  his  activities  without  fear  of  widely  fluctuating  prices  or  over- 
reliance  on  price  support  mechanisms. 

The  submission  contained  detailed  arguments  in  support  of  the  case  for  such  amendment. 
The  necessity  for  such  amendment  had  been  indicated  by  the  Goodman  Group  to  Mr 
John  Loughrey  of  the  IDA  who  prepared  a  briefing  on  the  Development  for  the  Govern- 
ment Meeting  to  be  held  on  the  26th  April  1987. 

The  Minister  for  Industry  and  Commerce  Mr  Reynolds  had  written  to  the  Minister  for 
Finance  in  connection  with  this  matter  on  the  16th  of  April  1987  as  follows: — 

"OIFIG  AN  AIRE  TIONSCAIL  AGUS  TRACHTALA 
(Office  of  the  Minister  for  Industry  and  Commerce) 

BAILE  ATHA  CLIATH  2 
(Dublin  2) 


"16  April  1987 

Mr  Ray  MacSharry  TD 
Minister  for  Finance 
Government  Buildings 
Dublin  2 


Dear  Ray 

I  refer  to  our  discussions  concerning  tax-based  leasing. 

I  consider  that  the  changes  made  in  the  Finance  Act  1986  in  relation  to  such  leasing 
were  retrogressive. 

I  propose  to  discuss  this  matter  with  you  in  the  near  future  with  a  view  to  devising 
appropriate  remedial  provisions  for  inclusion  in  the  year's  Finance  Act. 

Yours  sincerely 


Albert  Reynolds  TD 

Minister  for  Industry  and  Commerce" 

On  receipt  of  the  submission  the  Minister  for  Finance  sought  from  Mr  Maurice  O'Connell 
a  note  on  the  subject,  which  he  obtained  on  the  23rd  April  1987. 

In  this  note  he  expressed  strong  reservations  about  the  amendment  and  indeed  drafted  a 
Mtex  to  Mr  Britton  for  signature  by  the  Minister  for  Finance  in  the  following  terms:— 
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OFIG  AN  AIRE  TIONSCAIL  AGUS  TRACHTALA 
(Office  of  the  Minister  for  Industry  and  Commerce) 

BAILE  ATHA  CLIATH  2 
(Dublin  2) 

April  1987 

Mr  Brian  Britton 

Deputy  Chief  Executive  —  Finance 
Goodman  International  Limited 
14  Castle  Street 
Ardee 
Co  Louth 

Dear  Mr  Britton 

Thank  you  for  you  letter  of  15  April  1987  about  section  52  of  the  Finance  Act  1986. 

This  section,  as  you  know,  provides  that  capital  allowances  will  be  given  on  the  basis 
of  the  expenditure  actually  incurred  by  the  claimant.  This  is  entirely  appropriate  and, 
in  fact,  capital  allowances  here  in  Ireland  remain  quite  generous  by  international 
standards.  100%  allowances  in  the  first  year  are,  for  example,  no  longer  available  in 
the  UK  or  the  US. 

The  previous  arrangements  which  obtained  in  relation  to  capital  allowances,  i.e.  calcu- 
lation of  the  value  of  allowance  without  regard  to  grants  paid  from  State  sources, 
represented  an  entirely  unacceptable  double  charge  on  the  Exchequer.  These  arrange- 
ments involved,  in  effect,  extending  a  full  measure  of  relief  from  taxation  on  expendit- 
ure which  the  Exchequer  itself  had  incurred.. 

In  these  circumstances,  and  having  regard  to  the  extremely  tight  budgetary  circum- 
stances this  year,  I  regret  I  am  not  in  a  position  to  contemplate  amending  section  52 
as  proposed  by  you. 

Yours  sincerely 


Ray  MacSharry  TD 
Minister  for  Finance." 

The  letter  was  neither  signed  nor  issued. 

At  its  meeting  on  the  26th  April  1987,  the  Government  decided  in  relation  to  the  Beef 
Development  Plan  that: — 

"The  Minister's  for  Agriculture  and  Food,  Finance  and  Industry  and  Commerce 
should  make  every  effort  to  bring  the  project  to  a  successful  conclusion,  in  particular, 
by  investigating  the  possibilities  for  meeting  the  financing  requirements  of  the  project 
in  part  by 
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(i)  excluding  the  food  processing  industry  from  the  scope  of  Section  52  of  the  Fin- 
ance, Act  1986  and/or  adjusting  the  proposed  FEOGA  financing  of  the  project, 
or 

(ii)  reversing  the  abolition  of  depreciation  allowances  on  gross  capital  costs  in  toto, 
and 

(iii)  a  revision  of  disadvantaged  areas  so  as  to  include  County  Louth". 

The  exclusion  referred  to  at  (1)  was  effected  by  Section  25  of  the  1987  Finance  Act  in 
respect  of  food  processing  companies  which  purchased  their  own  plant  and  machinery. 

Mr  Murphy  stated  in  evidence  that  the  amendment  was  limited  in  its  effect  on  the 
Exchequer  and  no  tax  benefit  would  accrue  to  a  Company  for  a  particular  project  if  for 
whatever  reason  the  project  did  not  go  ahead  and  no  State  grants  issued  for  plant  and 
machinery. 

As  Goodman  International  did  not,  in  the  events  which  happened,  received  any  State 
Grants  for  plant  and  machinery  they  did  not  benefit  from  the  amendment. 

If  the  Development  Plan  had  gone  ahead  and  Goodman  International  had  received  the 
projected  grants  for  plant  and  machinery,  Goodman  International  would  have  benefitted 
by  a  further  £6m  approximately. 

So  far  as  the  Tribunal  has  been  able  to  ascertain,  this  is  the  only  amendment  to  tax  laws 
introduced  by  the  Government  at  the  request  of  the  Goodman  Group. 

The  request  for  the  amendment  was  made  not  only  in  its  own  interests  but  in  the  interests 
of  the  food  processing  industry  as  a  whole  but  there  is  no  doubt  but  that  the  amendment 
was  made  at  the  request  of  Goodman  International  and  in  the  context  of  the  Beef  Devel- 
opment Plan  which  the  Government  was  actively  encouraging. 
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Avoidance 


TAX  EVASION 

In  the  course  of  the  ITV  programme,  Mr  McGuinness  had  stated  that: — 

"The  company  had  a  wide  scheme  of  under  the  counter  payments.  Cheques  were 
made  out  against  bogus  invoices,  endorsed  by  Goodman  Employees  and  cashed  at 
local  branches  of  the  Allied  Irish  Bank.  These  cheques  were  payable  quarterly  in 
March,  June,  September  and  December  of  each  year.  They  were  paid  to  everyone  in 
the  company  from  the  floor  up  and  amounted  approximately  to  3  million  pounds  per 
year". 

In  addition  to  dealing  with  this  allegation,  the  Tribunal  finds  it  convenient  in  the  interest 
of  brevity  and  to  avoid  repetition,  to  deal  with  the  allegations  made  in  Dail  Eireann  with 
regard  to  "Under  the  Counter"  payments  to  employees.  These  allegations  were  made  by 
Deputy  Pat  Rabbitte  on  the  28th  day  of  August  1991  and  the  15th  day  of  May  1991  and 
can  be  summarised  as  follows: — 

"(1)  That  because  of  Goodman's  political  connections  the  Revenue  Commissioners 
turned  a  blind  eye  to  the  type  of  "remuneration  packages"  enjoyed  by  Senior 
Executives  and  to  a  non  return  of  PA  YE  and  PRSI  to  the  Exchequer  because 
of  the  operation  of  the  contract  system  for  large  proportion  of  the  Goodman 
work  force. 

(2)  A  great  many  of  Goodman  workers  were  on  the  dole  and  were  being  paid 
"under  the  counter". 

While  both  allegations  are  undoubtedly  serious,  the  first  one  is  particularly  serious 
because  it  challenges  the  independence  of  the  Revenue  Commissioners  and  its  free- 
dom from  political  interference." 

In  the  course  of  his  speech  in  Dail  Eireann  on  the  15th  day  of  May  1991,  Deputy  Dick 
Spring  stated: 
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"Mr  Goodman,  at  his  press  conference  last  night  referred  to  various  tax  schemes  in 
operation  for  the  employees  of  his  company.  He  referred  to  them  as  "bona  fide" 
schemes  and  advised  the  media  that  they  had  been  brought  to  the  attention  of  the 
Revenue  Commissioners  and  that  the  situation  was  now  fully  regularised. 

I  understand  that  what  happened  in  this  case  is  that  following  intensive  negotiations 
with  the  Revenue  Commissioners,  the  Commissioners  agreed  not  to  take  proceedings 
against  Mr  Goodman  or  his  company  in  respect  of  large  scale  tax  evasion  practices 
going  back  over  many  years.  In  return,  Goodman  International  paid  the  Revenue 
Commissioners  £4  million  in  respect  of  all  outstanding  liabilities  and  penalties.  That, 
I  am  told,  is  by  far  the  largest  settlement  of  its  kind  in  the  history  of  this  State.  Quite 
frankly,  I  find  it  very  difficult  to  understand  how  anyone  can  effectively  admit  to  tax 
evasion  on  that  scale  and  still  escape  scot-free  from  any  kind  of  prosecution." 

In  the  course  of  his  speech  in  Dail  Eireann  on  the  15th  day  of  May,  1991  Deputy  Bruton 
stated: — 

"A  very  serious  allegation  was  made  on  the  programme  with  regard  to  taxation.  It 
was  alleged  that  under-the-table  payments  were  being  made  to  employees  of  the 
Goodman  Group  at  a  rate  of  £3  million  per  year.  Presumably,  these  payments  were 
made  in  a  way  that  the  payment  of  income  tax  was  avoided.  At  his  press  conference 
yesterday  Mr  Goodman  said  this  matter  was  first  brought  to  his  attention  last  August 
when  the  examiner  was  appointed.  He  also  said  that  meetings  followed  with  the  Rev- 
enue Commissioners  after  which,  to  quote  Mr  Goodman,  "everything  was  regu- 
larised". What  does  this  mean?  Ordinary  individuals  who  evade  tax  cannot  simply  go 
to  the  Revenue  Commissioners,  have  a  few  meetings  with  them  and  then  have  "every- 
thing regularised".  This  is  not  available  to  me,  or  to  any  other  taxpayer.  Is  it  possible 
to  have  things  quietly  regularised  if  one  is  a  big  company  but  not  possible  if  one  is  a 
small  company  or  a  private  individual?  Do  we  have  equality  before  the  law  with 
regard  to  tax  matters?  This  matter  must  be  sorted  out  in  this  public  inquiry,  otherwise 
those  on  PA  YE  will  feel  that  there  is  one  tax  law  for  the  rich  and  another  for  every- 
body else." 

Deputy  Bruton  on  the  24th  day  of  May,  1991  stated  that: 

"the  writing  off  of  £4m  in  taxes  in  respect  of  under-the-counter  payments  to  Good- 
man employees  was  a  wrong  judgment  on  the  part  of  the  Revenue  Commissioners." 

In  support  of  Mr  McGuinness  statement  on  the  ITV  programme,  ITV  in  the  course  of 
HflielF  submission  in  writing  to  the  Tribunal  had  enclosed  a  number  of  documents  which 
had  been  referred  to  in  the  programme  namely  a  set  of  bogus  livestock  purchase  remit- 
tances together  with  photo-copies  of  cheques  drawn  against  them;  bogus  purchase  remit- 
tance documents  without  corresponding  cheques;  a  document  relating  to  bogus  haulage 
services  and  two  documents  showing  hand-written  calculations  of  unreported  payments  to 
be  made  to  employees.  Eighteen  in  number  receiving  a  total  of  £12,135  to  be  paid  by  bank 
drafts  and  such  payments  to  be  recorded  as  a  payment  to  a  named  haulier,  (Keenan 

,  „._1, J1Q.I1  C  t\£\tt,'t  \   

With  his  written  submission  Deputy  Rabbitte  forwarded  to  the  Tribunal  documents  which 
he  had  received  from  an  anonymous  source  on  AIBP  note  paper  relating  to  two  payments 
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totalling  £8,280  and  £3,278.06  respectively  made  to  workers  and  two  invoices  for  these 
amounts  alleged  to  have  been  paid  to  a  named  haulier  and  a  copy  cheque  for  £3,750  Stg 
(cash)  drawn  on  AIB  Newry.  On  receipt  of  these  documents  and  having  considered  the 
implications  of  same,  the  Tribunal  caused  a  number  of  enquiries  to  be  made  in  relation 
thereto. 

In  the  first  instance,  the  attention  of  the  Revenue  Commissioners  was  drawn  to  the  allega- 
tion and  to  the  system  whereby  such  payments  were  concealed  in  the  returns  /  records  of 
the  company.  In  the  course  of  a  meeting  held  on  the  7th  day  of  August  1991  between 
Solicitor  and  Counsel  to  the  Tribunal  and  Messrs  S  Moriarty  Assistant  Secretary  and  P 
O'Duinn,  Inspector  of  Taxes  attached  to  the  Investigation  Branch  of  the  Revenue  Com- 
missioners the  Tribunal  sought  their  assistance  in  determining  the  truth  or  otherwise  of 
the  allegations  into  which  the  Tribunal  was  obliged  to  inquire.  The  Revenue  Commis- 
sioners through  the  officers  of  the  Special  Investigation  Branch  agreed  to  provide  this 
assistance  and  to  fulfil  their  own  responsibilities  in  this  regard  once  the  fact  had  been 
brought  to  their  attention. 

The  Tribunal  wishes  at  this  stage  to  acknowledge  the  assistance  and  support  which  it 
received  from  the  Officers  of  the  Revenue  Commissioner  in  particular  Mr  O'Donghaile 
and  Mr  O'Duinn  and  to  state  at  the  earliest  opportunity  in  this  Report  that  there  was  no 
basis  for  Deputy  Rabbitte's  allegation  that  the  Revenue  Commissioners  had  turned  "a 
blind  eye",  whether  because  of  political  connections  or  otherwise  to  the  activities  of  the 
Goodman  Group  in  relation  to  Tax  Evasion. 

On  the  2nd  and  3rd  days  of  September  1991  the  Tribunal  wrote  to  the  Secretary  of  Anglo- 
Irish  Beef  Processors,  Ferry  Bank,  Waterford  and  the  Secretary  AIBP  Ravensdale,  and 
approximately  50  (fifty)  employees  of  the  said  companies  named  in  the  documents  given 
to  the  Tribunal  by  Mr  McGuinness  and  Deputy  Rabbitte  enclosing  copies  thereof  and 
seeking  information  with  regard  thereto  including  the  full  names  and  addresses  of  the 
persons  named  in  the  bogus  invoices.  Copies  of  all  these  letters  were  sent  to  the  solicitors 
to  the  Goodman  Group  of  Companies  who  represented  not  only  the  said  companies  but 
the  employees  thereof.  By  way  of  illustration  of  the  matters  in  respect  of  which  informa- 
tion was  sought  the  Tribunal  refers  to  one  such  letter  to  an  employee/accountant  of  the 
Goodman  Group  which  was  as  follows: — 

2  September  '91 

Liam  Coleman,  Esquire 
7,  Rockcourt, 
Blackrock 
Co.  Louth 

Re:  Tribunal  of  Inquiry  —  Beef  Processing  Industry 
Dear  Mr  Coleman 

The  Government  of  Ireland  by  Resolution  passed  by  Dail  Eireann  on  the  24th  day 
of  May,  1991  and  by  Seanad  Eireann  on  the  29th  day  of  May,  1991,  established  a 
Tribunal  of  Inquiry,  which  Tribunal  of  Inquiry  was  appointed  by  Warrant  of  the 
Minister  for  Agriculture  and  Food  dated  the  31st  day  of  May,  1991. 

The  Terms  of  Reference  of  the  Tribunal  are  as  follows: — 
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1.  To  inquire  into  the  following  definite  matters  of  urgent  public  importance: 

1.  Allegations  regarding  illegal  activities,  fraud  and  malpractice  in  and  in  connec- 
tion with  the  beef  processing  industry  made  or  referred  to  (a)  in  Dail  Eireann 
and  (b)  in  a  television  programme  transmitted  by  ITV  on  May  13th,  1991. 

2.  Any  matters  connected  with  or  relevant  to  the  matters  aforesaid  which  the 
Tribunal  considers  it  necessary  to  investigate  in  connection  with  its  inquiries 
into  the  matters  mentioned  at  1.  above. 

2.  To  make  such  recommendations  (if  any)  as  the  Tribunal  having  regard  to  its  find- 
ings thinks  proper. 

The  Tribunal  as  part  of  its  inquiries  into  the  matters  referred  to  above  is  investigating 
matters  in  relation  to  the  payment  of  employees  both  prior  to  and  at  the  time  of  the 
appointment  of  the  Examiner. 

It  has  been  suggested  that  you  as  the  Internal  Auditor  for  the  Company  is  the  person 
best  able  to  assist  the  Tribunal  in  relation  to  matters  following  part  of  its  inquiry.  We 
would  appreciate  at  this  time  whether  you  would  confirm  and  let  us  know  the  follow- 
ing matters: — 

1.  Are  you  the  Internal  Auditor  for  the  Group? 

2.  What  is  your  function  as  Internal  Auditor? 

3.  Confirm  that  you  are  in  a  position  to  assist  the  Tribunal  in  relation  to  all  matters 
affecting  employees  paid  within  the  Group. 

4.  Confirm  how  all  employees  were  paid. 

5.  Confirm  how  senior  management  were  paid. 

6.  What  cash  payments  were  made  by  the  Group  to  its  employees  in  any  position. 

7.  What  cash  payments  were  made  to  Senior  Executives  or  senior  employees  in  any 
position. 

8.  How  were  cash  payments  by  the  Group  to  employees  disguised. 

9.  Confirm  that  some  cash  payments  were  disguised  by  creating  false  invoices  made 
payable  to  either: — 

(a)  existing  or  non-existing  haulage  companies; 

™  (&)  aaditional  payments  to  existing  or  non-existing  farmers  or  dealers  in  the  form 
of  invoices; 

(c)  invoices  made  out  to  non-existing  persons. 

10.  Confirm  that  when  these  invoices  were  made  out  the  cheques  were  then  made 
payable  for  the  invoices  cashed  at  the  bank  and  the  cash  was  either  received  or 
alternatively  converted  into  drafts. 

The  Tribunal  would  appreciate  if  you  would  detail  all  cash  payments  made  by  the 
Group  to  its  employees  together  with  their  names  and  addresses  from  1st  January, 
F985. 
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This  is  an  information  request  and  therefore  should  be  replied  to  by  you  to  the  Tribu- 
nal. You  are  free  to  discuss  the  matter  with  your  solicitor  and  may  make  a  statement 
through  your  solicitor  should  you  so  require. 

The  Tribunal  would  appreciate  an  immediate  response  to  this  letter  and  we  await 
hearing  from  you. 

We  are  sending  a  copy  of  this  letter  to  the  Company's  Solicitors,  Messrs  A  &  L 
Goodbody  for  their  information. 

Yours  faithfully 

Mr  Justice  Liam  Hamilton 

President  of  the  High  Court 

Sole  Member  of  the  Tribunal  of  Inquiry." 

On  the  9th  day  of  September  1991,  Messrs.  A  &  L  Goodbody  wrote  to  the  Tribunal  in 
the  following  terms: — 

"Dear  Miss  Loughlin, 

We  have  received  copies  of  approximately  50  letters  addressed  to  employees. 
We  have  consulted  with  Counsel. 

We  wish  to  state  that  these  letters  taken  as  a  whole  constitute  an  attack  upon  and  a 
violation  of  our  rights  under  the  decision  in  In  Re  Haughey  [1971]  IR. 

We  have  clearly  indicated  in  previous  correspondence  our  clients'  wish  to  reserve 
their  position,  in  accordance  with  their  rights  under  In  Re  Haughey,  and  we  would 
refer  also  to  the  express  statement  of  their  entitlement  to  that  effect  in  the  Tribunal's 
letter  of  the  26th  July. 

Taking  as  an  example  the  letter  of  2nd  September,  addressed  to  Mr  Liam  Coleman, 
this  letter  is  an  attempt  to  elicit  evidence  on  company  affairs,  from  a  company 
employee.  It  bears  directly  on  our  rights  under  In  Re  Haughey.  Our  clients  rights 
under  that  decision  are  effectively  eliminated  if  the  interrogation  of  company 
employees  in  the  manner  of  Mr  Coleman's  letter  continues. 

It  is  ,  to  borrow  a  phrase  from  the  judgement  of  C.  J.  O'Dalaigh,  another  case  of 
'clocha  ceangailte  is  madrai  scaoilte'.  The  protections  of  In  Re  Haughey  are  meaning- 
less and  worthless,  and  they  simply  disappear  if  the  Tribunal  interrogates  company 
employees  on  company  affairs  in  the  manner  of  your  letter  of  2nd  September.  You 
will  be  aware  that  we  still  have  not  been  told  the  allegations  which  are  supported  by 
evidence  and  are  therefore  the  subject  of  ongoing  enquiry  by  the  Tribunal. 

We  would  submit  and  are  advised  that  the  Tribunal  has  no  power  to  conduct  this  sort 
of  interrogation  of  the  witnesses  of  an  accused  party,  and  should  not  persist  in  doing 
so  after  we  have  clearly  stated  our  position. 

In  addition  to  the  foregoing,  the  format  of  some  of  the  questions  give  rise  to  other 
serious  concerns. 

Take  question  8  in  Mr  Coleman's  letter: 

(8)  How  were  cash  payments  by  the  Group  to  employees  disguised? 
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This  seems  to  involve  a  prejudgment  or  determination  of  a  serious  issue  without  our 
clients  being  heard. 

We  refer  also  to  a  copy  letter  which  you  have  sent  to  Mr  J  Peters  dated  4th  September 
and  which  asserts  that  a  copy  is  being  "sent  to  your  employer's  solicitor  at  the  insist- 
ence of  their  solicitors  A  &  L  Goodbody". 

The  entitlement  of  our  clients  as  de  facto  co-accused,  to  see  letters  making  allegations 
against  their  employees,  arises  from  the  Constitution  of  Ireland  and  not  from  the 
insistence  of  A  &  L  Goodbody  or  our  Counsel  or  anybody  else 

It  is  for  the  Tribunal  to  identify  and  vindicate  the  constitutional  rights  of  parties  with 
whom  they  deal.  If  the  matter  is  one  of  constitutional  right  (and  we  are  advised 
decisively  that  it  is)  then  to  characterise  it  as  arising  merely  from  some  insistence  on 
our  part,  lends  an  unfair  gloss  to  the  letter." 

Because  of  the  failure  to  secure  answers  to  the  questions  and  information  sought  in  the 
aforesaid  letters,  which  was  readily  available  to  the  Goodman  Group  of  Companies  for 
the  reasons  set  forth  in  this  said  letter  dated  9th  September  1991  the  Tribunal  was  obliged 
to  continue  with  its  inquiries  and  devote  considerable  time  thereto. 

On  the  26th  August  1991,  the  Tribunal  wrote  to  George  McMillen,  Esquire,  General 
Haulier,  Crossmaglen,  Co.  Armagh  being  one  of  the  hauliers  named  in  the  documentation 
furnished  to  the  Tribunal  in  the  following  terms:- 


26th  August  1991. 

George  McMillen,  Esq., 
General  Haulier 
Crossmaglen 
Co.  Armagh 

RE:  Tribunal  of  Inquiry  —  Beef  Processing  Industry 
Dear  Sir 

The  Government  of  Ireland  by  Resolution  passed  by  Dail  Eireann  on  the  24th  day 
of  May,  1991  and  by  Seanad  Eireann  on  the  29th  day  of  May,  1991,  established  a 
Tribunal  of  Inquiry,  which  Tribunal  of  Inquiry  was  appointed  by  Warrant  of  the 
Minister  for  Agriculture  and  Food  dated  the  31st  day  of  May,  1991. 

The  Terms  of  Reference  of  the  Tribunal  are  as  follows: — 

1.  To  inquire  into  the  following  definite  matters  of  urgent  public  importance: 

1.  Allegations  regarding  illegal  activities,  fraud  and  malpractice  in  and  in  connec- 
tion with  the  beef  processing  industry  made  or  referred  to  (a)  in  Dail  Eireann 
and  (b)  in  a  television  programme  transmitted  by  ITV  on  May  13th,  1991. 

2.  Any  matters  connected  with  or  relevant  to  the  matters  aforesaid  which  the 
Tribunal  considers  it  necessary  to  investigate  in  connection  with  its  inquiries 
into  the  matters  mentioned  at  1.  above. 

2  To  make  such  recommendations  (if  any)  as  the  Tribunal  having  regard  to  its  find- 
ings thinks  proper. 
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The  Tribunal  considers  that  you  may  be  in  a  position  to  be  of  assistance  to  the  Tribu- 
nal to  help  it  in  considering  the  matters  raised  under  its  Terms  of  Reference. 

In  particular,  the  Tribunal  has  been  furnished  with  an  original  invoice  purporting  to 
be  from  your  company  dated  21st  day  of  March,  1986,  made  out  to  AIBP  Newry  in 
respect  of  refrigerated  transport  for  January  /  February  1986,  for  the  sum  of  £9,524 
Sterling.  We  enclose  herewith  copy  of  document. 

We  would  appreciate  the  following  information: — 

1.  Confirmation  that  you  received  the  sum  of  £9,524  Sterling  in  respect  of  this  invoice. 

2.  Copy  of  the  receipt  issued  by  you  for  the  sum  of  £9,524  Sterling  in  respect  of  this 
invoice. 

3.  Full  details  of  how  the  sum  of  £9,524  Sterling  was  made  up  for  refrigerated  trans- 
port between  January  and  February  of  1986  indicating: — 

(a)  the  nature  of  the  vehicle,  and/or  the  container; 

(b)  the  serial  number  or  registration  number  of  same; 

(c)  the  destination  of  each  load. 

As  this  is  a  request  for  information  the  Tribunal  would  appreciate  an  urgent  and 
prompt  response.  However,  if  you  have  any  difficulty  in  relation  to  understanding  the 
context  of  same  do  not  hesitate  to  contact  your  own  solicitor  and  should  he  wish,  he 
can  contact  us  with  a  view  to  clarifying.  However,  we  would  appreciate  an  urgent 
reply  and  await  hearing  from  you  by  return. 

Yours  faithfully 


Mr  Justice  Liam  Hamilton 

President  of  the  High  Court 

Sole  Member  of  the  Tribunal  of  Inquiry." 

GEORGE  McMillen 
General  Haulier 
Crossmaglen  Co.  Armagh 

M.  AIBP  Newry 
Newry 


Co.  Down 

Date:  21  March  1986. 

Description 

Amount 

21  March 

Refrigerated  Transport  for  January/February  1986 

£9.524  Sta 

On  the  5th  September  1991,  this  letter  was  returned  to  the  Tribunal  office  in  Dublin  Castle 
by  the  Royal  Mail,  Northern  Ireland  with  the  following  comment;  "Incomplete  Address" 

The  Tribunal,  on  receipt  of  the  return  of  this  letter,  wrote  to  Anglo  Irish  Beef  Packers 
(Newry)  Ltd.,  on  the  12th  September  1991,  at  the  same  time  sending  a  copy  to  Messrs 
A  &  L  Goodbody,  Solicitors,  in  the  following  terms: — 
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"Secretary 

Anglo  Irish  Beef  Packers  (Newry)  Ltd., 

Warrenpoint  Road, 

Newry 

Northern  Ireland  VT3  42PD.  12  September  '91 

Re:  Tribunal  of  Inquiry  —  Beef  Processing  Industry 
Dear  Sir, 

The  Tribunal  has  been  furnished  with  an  invoice  (copy  enclosed  herewith).  The 
invoice  is  in  respect  of  work  done  by  George  McMillen.  General  Haulier, 
Crossmaglen,  Co.  Armagh  for  the  sum  of  £9,524  sterling  in  respect  of  work  done 
prior  to  21st  March,  1986. 

The  Tribunal  wrote  to  George  McMillen,  in  respect  of  the  invoice  and  the  envelope 
has  been  returned  by  the  Royal  Mail  as  "address  incomplete". 

The  Tribunal  would  appreciate  if  you  would  arrange  to  make  available  the  full 
address  of  George  McMillen  to  enable  him  to  deal  with  queries  being  raised  by  the 
Tribunal. 

In  respect  of  the  invoice  the  Tribunal  would  further  appreciate  if  you  would  give  the 
following  information: — 

1.  Full  details  of  the  work  allegedly  done  by  George  McMillen  to  earn  the  sum 
claimed. 

2.  Copy  of  the  cheque  (front  and  back)  given  to  George  McMillen  to  pay  for  the 
sum. 

It  is  alleged  that  this  document  is  a  document  prepared  for  the  purposes  of  obtaining 
money  from  the  bank  to  enable  the  Company  to  pay  its  workers  in  cash.  It  is  this 
allegation  the  Tribunal  is  inquiring  into  but  at  this  time  requires  the  information 
referred  to  above  to  enable  it  to  inquire  further  into  the  allegation. 

The  Tribunal  would  appreciate  an  urgent  and  early  reply  for  this  information  and  are 
sending  a  copy  of  this  letter  to  your  solicitors  Messrs  A  &  L  Goodbody. 

Yours  faithfully 

Mr  Justice  Liam  Hamilton 

President  of  the  High  Court 

Sole  Member  of  the  Tribunal  of  Inquiry." 

No  response  was  received  to  this  letter  from  either  the  company  or  their  solicitors. 

At  the  same  time  on  the  12th  September  1991  the  Tribunal  wrote  to  the  Royal  Ulster 
Constabulary  in  Crossmaglen  and  in  its  material  part  wrote  as  follows: — 

"The  Tribunal  as  part  of  its  inquiry  into  matters  covered  by  its  Terms  of  Reference 
has  been  furnished  with  an  invoice  purporting  to  be  an  invoice  of  one  George 
McMillen,  General  Haulier,  Crossmaglen,  Co.  Armagh,  it  is  dated  21st  March,  1986 
and  we  enclose  a  copy  herewith. 

The  Tribunal  wrote  a  letter  to  the  person  at  the  address  on  the  invoice  and  it  was 
returned  by  the  Royal  Mail  as  "address  incomplete".  The  Tribunal  would  appreciate 
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your  assistance  in  confirming  the  address  of  the  person  named  above  or  confirmation 
that  he  did  not  and  does  not  exist. 

The  Tribunal  would  appreciate  an  early  response  and  thanks  you  for  your  co-opera- 
tion in  anticipation." 

The  Royal  Ulster  Constabulary  responded  by  a  statement  of  the  18th  October  1991,  from 
Sergeant  D.  Meeke  in  the  following  material  terms: — 

"I  am  aware  of  an  enquiry  from  the  Tribunal  of  Inquiry,  Tribunal  Office,  Upper 
Yard,  Dublin  Castle,  Dublin  2.,  into  the  whereabouts  of  a  George  McMillen,  General 
Haulier,  Crossmaglen.  I  have  been  attached  to  Crossmaglen  RUC  Station  since  May 
1988  and  at  no  time  during  my  service  in  Crossmaglen  RUC  Station  have  I  become 
aware  of  a  George  McMillen,  General  Haulier,  Crossmaglen.  I  have  carried  out  an 
exhaustive  search  of  records  held  at  Crossmaglen  RUC  Station  and  can  find  no  evid- 
ence to  suggest  that  this  man  or  indeed  the  Company  exists." 

On  the  17th  September  1991  Mr  S  Mooney  of  Stokes,  Kennedy  Crowley  Accountants, 
contacted  Mr  O'Donghaile  of  the  Revenue  Commissioners  and  in  an  interview  noted  by 
Mr  O'Donghaile  and  subsequently  given  in  evidence  before  the  Tribunal  Mr  Mooney  said 
that:— 

"in  the  course  of  discussions  during  the  examination  process  in  Autumn  1990  he 
had  advised  us  that  the  company  had  paid  amounts  to  executives  and  employees 
(loans/dividends)  which  had  not  been  subjected  to  tax.  He  said  that  the  Board  of 
Goodman  Group  had  now  become  aware  that  there  were  further  payments,  in  excess 
of  £2m.  made  to  employees  which  had  not  been  subjected  to  tax.  The  Board  had 
contacted  him  and  he  had  advised  that  the  Revenue  should  be  informed.  He  said  that 
his  information,  was  that  the  Board  had  not  been  aware  of  the  payments.  He  was  not 
giving  a  preliminary  outline  of  the  position.  He  emphasised  that  he  had  not  been 
aware  of  these  payments  during  our  discussion  last  year. 

He  said  that  the  payments,  which  were  in  excess  of  £2m.  were  particularly  prevalent 
in  the  Dundalk  operation  but  would  have  existed  in  other  plants  to  a  lesser  extent. 
He  said  that  the  payments  were  made  to  various  categories  of  shop  floor  employees 
and  casuals.  He  stated  that  there  was  a  system  of  bogus/fictitious  invoices  relating  to 
hauliers  or  farmers  in  operation  and  that  as  far  as  he  knew  the  payments  were  cloaked 
by  these.  The  payments  had  been  made  over  5  or  6  years.  He  said  staff  in  SKC's  were 
presently  working  on  the  matter  and  attempting  to  quantify  the  precise  amounts  of 
this  remuneration  which  had  not  been  subjected  to  PA  YE  deductions. 

He  hoped  to  have  a  fuller  picture  in  about  two  weeks  when  he  would  contact  me. 

I  stated  that  such  a  system  of  under  the  counter  payments  could  not  have  been  put 
in  place  and  maintained  over  a  long  period  without  there  having  been  knowledge  of 
it  at  a  high  level  in  the  Goodman  organisation.  I  stated  that  what  had  occurred 
appeared  to  be  evasion  and  I  said  that  the  question  of  culpability  would  have  to  be 
investigated.  I  advised  that  this  in  practice  meant  that  apart  from  quantifying  the  tax 
loss  the  question  of  penalty  and/or  prosecution  would  require  to  be  considered.  He 
enquired  whether  we  would  require  to  talk  to  senior  Goodman  employees.  He  men- 
tioned John  McDonnell  the  Financial  Controller.  I  said  that  we  would  obviously 
require  to  interview  people  who  could  give  full  information  on  the  matter,  and  this 
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could  include  Mr  Goodman.  He  suggested  that  particular  Plant  Managers  or  Plant 
Accountants  would  probably  have  had  knowledge  of  the  system. 

I  advised  that  I  would  record  his  comments  on  the  matter. 

P.S.  O'Donghaile 
Principal  Inspector" 

The  Tribunal  was  made  aware  of  the  above  interview  by  the  State  Solicitor  representing 
the  State  authorities  before  the  Tribunal. 

The  Tribunal  immediately  wrote  to  A  &  L  Goodbody  on  the  19th  September  in  the 
following  terms: — 

19  September  '91 

A  &  L  Goodbody 

Solicitors, 

1  Earlsfort  Centre 

Hatch  Street 

Dublin  2. 

Re:  Tribunal  of  Inquiry  —  Beef  Processing  Industry 

Dear  Sirs, 

The  Tribunal  has  been  furnished  with  a  note  of  a  'phonecall  dated  17th  September 
1991  and  a  note  of  interview  dated  17th  September  1991  (copy  enclosed)  signed  by 
Mr  P  S  O'Donghaile,  Principal  Inspector  of  the  Revenue  Commissioners.  The  notes 
speak  for  themselves. 

The  Tribunal  is  concerned  with  all  of  the  matters  contained  within  the  notes  but 
particularly  is  concerned  with  the  Board  of  Goodman  Group  has  now  become  aware 
that  there  were  further  payments  in  excess  £2  million  made  to  employees  which  had 
not  been  subjected  to  tax.  The  memo  continues  "he  said  that  the  payments  which 
were  in  excess  of  £2  million  were  particularly  in  the  Dundalk  operation  but  would 
have  existed  in  other  plants  to  a  lesser  extent.  He  said  that  the  payments  were  made 
to  various  categories  of  shop  floor  employees  and  casuals.  He  stated  that  there  was  a 
system  of  bogus ""and"  fictitious  invoices  relating  to  hauliers  or  farmers  in  operation 
and  that  as  far  as  he  knew  the  payments  were  cloaked  by  these.  The  payments  had 
been  made  over  five  or  six  years". 

The  Tribunal,  at  this  time,  requires  a  full  explanation  in  relation  to  the  matters 
referred  to  above  and  in  that  connection  also  requires  confirmation: — 

1.  That  John  McDonnell  is  the  Financial  Controller  of  the  Group  who  is  in  the  posi- 
tioii  to  give  the  full  information  in  relation  to  these  matters. 

2.  The  names  and  addresses  of  the  plant  managers  or  plant  accountants  of  all  of  the 
Group's  subsidiaries  and  companies  to  enable  the  Tribunal  to  write  to  them. 
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The  Tribunal  would  appreciate  an  immediate  response. 
Yours  faithfully, 


Mr  Justice  Liam  Hamilton 

President  of  the  High  Court, 

Sole  Member  of  the  Tribunal  of  Inquiry. 

The  following  response  was  received: — 

"  Our  Ref:  CMP  23rd  September,  1991 

Goodman  International 
Re:  Tribunal  Inquiry  into  the  Beef  Processing  Industry 


Dear  Mr  Justice  Hamilton 

We  refer  to  your  letter  of  the  19th  of  September,  1991,  and  in  particular  to  your 
request  for  a  full  explanation  in  relation  to  the  matters  referred  to  in  your  letter. 

It  will  be  apparent  to  the  Tribunal  that  the  matters  referred  to  in  your  letter  relate 
to  the  alleged  possible  commission  of  a  criminal  offence  or  offences.  Indeed,  it  is 
apparent  from  the  note  of  interview  signed  by  a  Principal  Inspector  of  the  Revenue 
Commissioners,  which  is  enclosed  with  your  letter,  that  the  Revenue  Commissioners 
have  already  stated  that  prosecution  requires  to  be  considered  in  relation  to  the  mat- 
ters in  question. 

We  would  refer  to  the  summary  of  Submissions  in  relation  to  the  scope  of  the  Tribu- 
nal of  Inquiry,  which  has  been  furnished  to  you  by  us,  and  in  particular  to  the  Submis- 
sion that  the  Tribunal  cannot  investigate  or  make  findings  of  fact  in  respect  of  allega- 
tions which  constitute  a  criminal  offence  or  the  major  factual  components  of  a 
criminal  offence.  While  we  wish  to  continue  to  co-operate  with  the  Tribunal  in  every 
respect  which  is  consistent  with  those  Submissions,  we  regret  that  the  particular  Sub- 
mission to  which  we  have  referred  precludes  us  at  this  point  in  time  from  furnishing 
to  the  Tribunal  the  explanation  sought  in  the  letter  of  the  19th  of  September,  1991. 

In  this  regard,  we  wish  the  Tribunal  to  be  aware  that  the  matters  in  question  have 
come  to  light  as  a  result  of  the  company's  own  investigation,  that  these  matters  have 
been  brought  to  the  attention  of  the  Revenue  Commissioners  by  the  company's  aud- 
itors, and  that  these  matters  are  the  subject  of  on-going  discussions  with  the  Revenue 
at  this  time. 


Yours  faithfully, 
A  &  L  Goodbody" 

While  this  letter  states  "that  the  matters  in  question  have  come  to  light  as  a  result  of  the 
Company's  own  investigation"  it  is  fair  to  comment  that  the  contact  with  the  Revenue 
Commissioners  was  not  made  until  after  the  letters  from  the  Tribunal. 
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Mr  McGuinness  gave  evidence  before  the  Tribunal  between  the  22nd  and  29th  November 
1991,  in  support  of  his  allegations  and  stated: — 

"(1)  When  interviewed  by  Mr  Brian  Britton,  the  Financial  Controller  of  the  Group, 
he  was  offered  a  starting  salary  of  £12,000  which  was  to  include  a  tax  free  com- 
ponent of  £3,000,  payable  quarterly  in  cash. 

(2)  In  September  1984  he  became  aware  that  it  was  standard  practice  to  make  quar- 
terly tax  free  payments  to  employees  and  that  he  was  instructed  by  Mr  Nobbie 
Quinn,  Manager  of  the  Plant,  and  Mr  John  O'Donnell,  the  Accountant  with 
responsibility  therefor  to  prepare  the  necessary  documentation  to  conceal  such 
payments  and  to  record  them  as  livestock  purchases. 

(3)  He  queried  such  practice  with  Mr  Brian  Britton  and  received  his  approval  to 
carry  out  such  practice. 

(4)  That  from  the  first  quarter  of  1985  he  was  responsible  for  such  untaxed  payments 
and  the  concealment  thereof  by  recording  them  as  payments  to  hauliers  and  live- 
stock purchases  both  in  Newry  and  in  Waterford  on  his  appointment  there. 

(5)  He  was  made  aware  from  his  discussion  with  other  factory  accountants  and  with 
Mr  David  Murphy  of  the  Head  Office  of  the  Group  of  Companies  that  it  was  a 
company  wide  practice  in  Northern  Ireland  and  in  the  Republic  of  Ireland  to 
make  untaxed  payments  to  employees  by  way  of  payment  of  production  bonus 
in  cash,  by  payment  of  some  overtime  payments  in  cash  and  by  payment  of  por- 
tion of  their  wages  by  cheque  and  portion  by  cash. 

(6)  That  such  payments  appear  in  the  weekly  Profit  and  Loss  Accounts  prepared  by 
Plant  Accountants  and  submitted  to  Head  Office  at  Ravensdale  but  not  shown 
to  the  Group's  Auditors." 

The  Tribunal  does  not  consider  it  necessary  to  deal  in  detail  with  the  evidence  of  Mr 
McGuinness  in  regard  to  this  allegation  because  the  position  with  regard  to  tax  evasion  is 
much  more  efficiently  and  comprehensively  dealt  with  in  the  course  of  the  evidence  of 
Messrs  O'Duinn  and  O  Donghaile  of  the  Revenue  Commissioners. 
The  cross-examination  by  counsel  on  behalf  of  Stokes,  Kennedy  and  Crowley  of  Mr 
McGuinness  is  however  relevant  because  Counsel  appearing  for  Stokes,  Kennedy  and 
Crowley,  the  Auditors  to  the  Goodman  Group  availed  of  the  opportunity  in  the  course 
of  his  cross-examination  to  suggest  and  state  that  during  the  course  of  the  audit  of  the 

-aeeettftts  of  the  Cahir  Plant  for  the  year  ended  31st  of  December  1986,  in  March  1987,  Mr 

"  JohiTKing  of  Stokes,  Kennedy  and  Crowley  had  discovered 

"in  the  course  of  testing  firstly  one  invoice  which  appeared  odd  and  on  the  investi- 
gation found  a  number  of  invoices  which  were  in  fact  transpired  to  be  quite  odd 
because  they  were  supposed  to  relate  to  Northern  Ireland  hauliers.  They  were  typed 
on  sheets  of  paper,  they  transpired  not  to  relate  to  any  existing  hauliers  in  Northern 
Ireland  although  they  purported  to  and  he  found  eventually  that  approximately 
:IMfi*QQ0  wbs  represented  by  these  phoney  invoices." 


This  amount  of  information  was  assembled  by  the  13th  March  1987  by  the  audit  team 
from  Stokes,  Kennedy  and  Crowley. 
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It  was  further  suggested  by  Counsel  that  on  the  20th  day  of  March  1987  that  the  said 
Audit  Team: — 

"they  were  quite  fortuitously  late  at  the  plant  in  Cahir,  working  late  at  the  plant  in 
Cahir,  and  they  noticed  that  at  that  point  in  the  day,  there  were  a  number  of  workers 
at  the  wages  office  who  were  being  paid  in  cash  and  this  in  conjunction  with  what  they 
had  found  about  the  hauliers,  the  phony  invoices  for  the  hauliers,  this  information  was 
conveyed  back  to  Dublin  to  Mr  Niall  O'Carroll  one  of  the  senior  people  in  Stokes, 
Kennedy  Crowley  at  that  time  " 

The  above  matters  were  confirmed  by  Mr  John  King  in  his  evidence,  to  the  Tribunal.  He 
told  the  Tribunal  that  in  the  week  of  the  13th  March,  1987  while  carrying  out  the  audit  of 
the  accounts  for  the  year  ended  the  31st  December  1986,  he  came  across  an  invoice  from 
a  haulier  that  appeared  unusual.  It  was  typed  on  a  plain  piece  of  paper.  It  had  a  vague 
address.  It  did  not  disclose  a  business  telephone  number.  All  the  figures  disclosed  on  the 
invoice  including  the  total  were  in  a  round  sum.  It  did  not  have  a  V.A.T.  number.  Mr 
King  and  his  team  found  invoices  for  seven  other  hauliers  of  shipments  and  they  had 
balances  on  them.  All  the  invoices  were  from  Northern  Ireland  hauliers.  The  invoices 
totalled  approximately  £840,000  in  total. 

Mr  King,  in  trying  to  establish  the  validity  of  these  invoices  examined: — 

(i)  the  Northern  Ireland  telephone  book; 

(ii)  the  client's  haulage  book  to  trace  a  reference  to  the  hauliers  or  their  destination; 

(iii)  the  year  end  creditors  and  listing  to  see  if  the  people  stated  on  the  invoice  were 
listed  therein. 

Mr  King  found  no  evidence  of  the  hauliers  listed  in  the  above. 

Mr  King,  then  obtained  and  looked  at  copies  of  the  cheques  that  had  been  made  payable 
to  these  hauliers  and  noted  that  they  had  all  been  presented  for  payment  at  a  local  bank 
in  Cahir. 

Mr  King  then  approached  the  plant  accountant,  Mr  James  Geoghegan,  who  initially  was 
reluctant  to  discuss  the  matter  and  referred  him  to  the  plant  manager  who  equally  was 
reluctant  to  discuss  the  matter.  Mr  King,  again  approached  Mr  Geoghegan,  who  accepted 
that  there  was  no  documentation  to  support  the  invoices  and  offered  various  untruthful 
explanations  concerning  the  existence  of  the  hauliers. 

Mr  King  asked  him; 

"if  Goodman  International  Head  Office  was  aware  of  these  hauliers  and  he  said  that 
they  were". 

At  the  time,  the  £840,000  represented  approximately  40%  of  the  total  haulage  charges  for 
the  year  ended  the  31st  December  1986  and  it  was  clear  that  on  a  year  to  year  basis  the 
figure  for  the  haulage  charge  in  1985  compared  with  1986  and  some  of  the  names  on  the 
bogus  haulage  invoices  were  similar,  raising  a  clear  suspicion  that  similar  practices 
occurred  in  the  previous  year. 
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When  Mr  King  returned  to  Dublin  at  the  weekend,  he  contacted  and  spoke  to  the  Audit 
Manager,  Mr  M  Buttanshaw  and  the  Audit  Partner,  Mr  N  O'Carroll.  They  were  shocked 
and  told  Mr  King  that  they  would  contact  the  client  and  try  and  establish  what  was  going 
on.  Mr  King  sent  a  memorandum  in  the  following  terms  to  both  Mr  Buttanshaw  Audit 
Manager  and  Mr  N  O'Carroll,  Audit  Partner  of  Stokes,  Kennedy  and  Crowley  in  the 
following  terms: — 

'To:  Michael  Buttanshaw/Niall  O'Carroll. 

From:  Mr  King.  Date:  13  March  1987. 

RE:  AIBP  Cahir-Haulage  Costs  —  Irregularities: 

As  part  of  our  regular  testing  of  the  client's  system,  an  invoice  came  to  light  which 
appeared  unusual.  It  related  to  a  Northern  haulier  but  was  typed  on  a  plain  piece  of 
paper,  with  a  vague  address,  no  telephone  number  and  all  the  figures  included,  per 
the  various  destinations,  were  in  round  sum  amounts.  We  perused  this  particular 
haulier  and  found  the  other  invoices  to  be  of  a  similar  nature.  On  further  investigation 
we  found  seven  other  hauliers  whose  invoices  were  the  same  —  see  list  of  names 
attached,  all  from  the  NI.  Indeed,  it  appeared  that  all  invoices  were  typed  on  the 
same  typewriter.  In  all,  a  total  of  approximately  £840,000  seems  to  have  been  paid  to 
these  hauliers. 

We  examined  the  NI  phone  book  at  the  address  given  on  the  invoices  and  they  were 
not  listed  in  the  phone  book. 

We  then  tried  to  trace  a  sample  of  names  to  the  haulage  book  —  none  of  the  names 
existed  in  the  haulage  book  and  it  was  not  possible  to  tie  in  the  location. 

We  requested  a  sample  of  returned  paid  cheques  —  see  attached.  While  the  hauliers 
named  agreed  we  noticed  that  they  were  all  cashed/presented  in  Cahir. 

At  no  time  during  the  audit  did  we  see  any  of  the  named  haulier  vehicles.  There  was 
not  evidence  of  the  names  in  the  year  end  creditors  listing  and  none  of  them  were 
included  in  the  accruals  listing  which  included  a  large  amount  of  hauliers. 

Of  all  the  hauliers  used,  these  eight  hauliers  between  them  account  for 
approximately: — 

840,000   =   40%  of  the  total  charge 

2,116,832 

This  seems  excessive. 

See  attached  details  of  discussion  with  James  Geoghegan. 

As  a  result  of  this  discussion,  I  feel  that  those  payments  of  £840,000  do  not  relate  to 
haulage,  but  are  some  other  payment. 

It  must  be  noted  that  the  carriage  cost  on  this  year  appears  reasonable  on  last  year. 
Therefore,  it  would  appear  that  similar  payments  of  this  nature  were  being  made  in 
1985.  Indeed,  the  names  on  the  attached  list  appear  in  the  1985  audit  files. 

No  further  work  will  be  done,  until  the  matter  has  been  discussed. 
John  King" 
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Mr  Niall  O'Carroll,  in  his  evidence,  to  the  Tribunal  said: — 

"When  Mr  King's  memorandum  was  brought  to  my  attention,  I  immediately  thought 
that  it  might  be  a  case  of  embezzlement  and  it  appeared  to  be  a  local  problem  of 
significant  proportions." 

Mr  O'Carroll  immediately  contacted  Mr  Britton  and  explained  his  concerns.  Mr  Britton 
indicated  "he  would  investigate  and  come  back  to  me." 

Before  Mr  Britton  had  come  back  to  Mr  O'Carroll  and  before  Mr  O'Carroll  had  a  meeting 
with  his  audit  team  Mr  King  made  his  second  discovery  on  the  20th  March  1987  which  he 
memoed  to  Mr  Niall  O'Carroll  on  the  21st  as  follows: — 

"MEMO 

To:  NIALL  O'CARROLL/MICHAEL  BUTTANSHAW 
From:  John  King. 

Re:  CAHIR 

Date:  21  March  1987. 

As  we  were  leaving  the  client's  premises  on  the  20.3.'87  we  noticed  an  unusual  amount 
of  activity  near  the  wages  office.  It  appeared  that  a  number  of  employees  were  being 
paid. 

However,  as  we  were  leaving  we  noticed  that  the  employees  would  appear  to  have 
been  paid  in  cash.  We  felt  that  this  was  strange  as  we  were  made  to  understand  that 
all  employees  were  paid  by  cheque" 

On  the  24th/25th  March  1987  a  review  meeting  of  the  audit  team  was  held  where  the 
discoveries  were  discussed.  It  was  the  view  of  the  audit  team  that  the  payments  to  the 
hauliers  were  being  made  to  employees.  It  was  understood  at  that  meeting  that  Mr  O'Car- 
roll was  meeting  Mr  Brian  Britton  to  discuss  the  matter. 

Mr  King  had  no  further  subsequent  involvement  in  the  matter. 

"Stokes  Kennedy  Crowley  had  carried  out  audits  similar  to  the  Cahir  Audit  in  the 
other  Goodman  plants  and  particularly  in  Dundalk,  Dublin  and  Bagenalstown,  but 
these  audits  did  not  reveal  any  problems  and  particularly  the  problem  similar  to  the 
one  discovered  by  Mr  King  in  Cahir,  although  an  admission  was  shortly  to  be  made 
by  the  Goodman  Group". 

Mr  O'Carroll  contacted  Mr  Britton  and  explained  that  in  the  light  of  Mr  King's  new 
revelations  that  it  appeared  that  now  they  were  dealing  with  tax  evasion  and  fraud  rather 
than  embezzlement  of  company  funds.  When  he  informed  Mr  Britton  of  these  matters: 

"Mr  Britton  heard  what  I  said  and  he  said  that  he  would  extend  his  investigations 
accordingly  and  come  back  to  me." 
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Mr  Britton  made  no  other  comment  at  that  time. 

Mr  O'Carroll  felt  it  prudent  to  draw  Mr  Britton's  attention  to  Section  94  of  the  Finance 
Act  1983  which  deals  with  Revenue  Offenses  and  sets  out  the  onus  and  obligations  and 
responsibilities  and  penalties  for  those  involved  in  Revenue  offences. 

Mr  O'Carroll  stated  in  evidence  that: — 

"As  auditors,  our  first  responsibility  was  to  bring  the  matter  to  the  attention  of  the 
shareholders  and  bring  it  out  in  full  to  the  shareholders  and  to  senior  management. 

The  further  responsibilities  are  set  out  at  Part  5  of  our  Institute's  Guidelines  and  I 
discussed  their  implications  with  my  partners  and  particularly  the  partner  in  charge 
of  professional  standards." 

The  Tribunal  considers  it  appropriate  to  set  out  here  in  detail  both  Section  94  of  the 
Finance  Act  1983  and  Section  P,  Part  5  of  the  Miscellaneous  Legal,  Ethical  and  Practical 
Guidance  considered  by  Mr  O'Carroll  and  Stokes  Kennedy  Crowley  and  relevant  to  the 
issues  here. 


"Revenue  Offences. 


94.— (I)  In  this  Part—  40 
"the  Acts"  means— 

(a)  the  Customs  Acts 

(b)  the  statutes  relating  to  the  duties  of  excise  and  to  the 
management  of  those  duties, 

(c)  the  Tax  Acts, 

(d)  the  Capital  Gains  Tax  Acts  45 

(e)  the  Value-Added  Tax  Act,  1972,  and  the  enactments 
amending  or  extending  that  Act, 

(/)  the  Capital  Acquisitions  Tax  Act,  1976,  and  the  enact- 
ments amending  or  extending  that  Act, 

(g)  the  statutes  relating  to  stamp  duty  and  to  the  manage- 
ment of  that  duty,  and 

(h)  Part  VI, 

and  any  instruments  made  thereunder  and  any  instruments  made 
under  any  other  enactment  and  relating  to  tax; 

"tax"  means  any  tax,  duty,  levy  or  charge  under  the  care  and 
management  of  the  Revenue  Commissioners. 

(2)  A  person  shall,  without  prejudice  to  any  other  penalty  to 
which  he  may  be  liable,  be  guilty  of  an  offence  under  this 
section  if,  after  the  date  of  the  passing  of  this  Act,  he — 

(a)  knowingly  or  wilfully  delivers  any  incorrect  return,  state- 
ment or  accounts  or  knowingly  or  wilfully  furnishes  any 
incorrect  information  in  connection  with  any  tax, 
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(b)  knowingly  aids,  abets,  assists,  incites  or  induces  another 
person  to  make  or  deliver  knowingly  or  wilfully  any 
incorrect  return,  statement  or  accounts  in  connection 
with  any  tax, 

(c)  claims  or  obtains  relief  or  exemption  from,  or  repayment 
of,  any  tax,  being  a  relief,  exemption  or  repayment  to 
which,  to  his  knowledge,  he  is  not  entitled, 

(d)  knowingly  or  wilfully  issues  or  produces  any  incorrect 
invoice,  receipt,  instrument  or  other  document  in  con- 
nection with  any  tax, 

(e)  knowingly  or  wilfully  fails  to  comply  with  any  provision 
of  the  Acts  requiring — 

(i)  the  furnishing  of  a  return  of  income,  profits  or  gains, 
or  of  sources  of  income,  profits  or  gains,  for  the 
purposes  of  any  tax, 

(ii)  the  furnishing  of  any  other  return,  certificate,  noti- 
fication, particulars,  or  any  statement  or  evidence, 
for  the  purposes  of  any  tax, 

(iii)  the  keeping  or  retention  of  books,  records,  accounts 
or  other  documents,  for  the  purposes  of  any  tax,  or 

(iv)  the  production  of  books,  records,  accounts  or  other 
documents,  when  so  requested,  for  the  purposes  of 
any  tax. 

(f)  fails  to  remit  any  income  tax  payable  pursuant  to  Chap- 
ter IV  of  Part  V  of  the  Income  Tax  Act,  1967,  and  the 
regulations  thereunder,  or  section  7  of  the  Finance  Act, 
1968,  and  the  said  regulations,  or  value-added  tax  within 
the  time  specified  in  that  behalf  in  relation  to  income  tax 
or  value-added  tax,  as  the  case  may  be,  by  the  Acts,  or 

(g)  obstructs  or  interferes  with  any  officer  of  the  Revenue 
Commissioners,  or  any  other  person,  in  the  exercise  or 
performance  of  powers  or  duties  under  the  Acts  for  the 
purposes  of  any  tax." 

Section  94,  subsection  3  and  subsection  4  of  the  Finance  Act  1983  deal  with  penalties  in 
respect  of  the  foregoing  offences.  The  discoveries  made  by  Mr  King  and  the  audit  team 
with  regard  to  the  bogus  invoices  disclosed  prima  facie  evidence  of  offences  contrary  to 
the  provisions  of  Section  94  of  the  Finance  Act  1983. 

Part  5  of  the  Miscellaneous  Legal,  Ethical  and  Practical  Guidance  issued  by  the  Institute 
of  Chartered  Accountants  in  Ireland  referred  to  by  Mr  O'Carroll  provides  as  follows:— 

9.  WITHDRAWAL  OF  SERVICES 

A  Member  must  cease  to  act  for  a  client  if  he  knows  that 
(i)  his  client  intends  to  do  an  unlawful  act,  or 
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(ii)  his  client  has  committed  an  unlawful  act  and  that  such  unlawful  act  would  com- 
promise the  Member. 

If,  in  the  above  circumstances,  a  Member  has  been  communicating  with  a  third  party 
(for  example,  the  revenue  authorities)  on  the  client's  behalf  and  such  third  party  is 
affected  by  the  illegality,  the  third  party  should  be  notified  of  the  withdrawal  of  the 
Member's  services  but  should  not  be  informed  of  the  reason  why. 

Explanation 

A  Member  may  consider  it  preferable  that  he  continue  acting  for  a  defaulting  client 
rather  than  that  the  client  retain  a  less  scrupulous  accountant.  In  such  a  case,  he 
should  use  his  best  endeavours  to  persuade  the  client  to  desist  from  the  unlawful  act 
or,  if  it  has  been  committed,  to  disclose  his  illegality  and  make  the  necessary  restitu- 
tion, if  appropriate.  If  such  advice  is  not  heeded,  he  must  withdraw. 

If  the  Member  is  a  Company  Auditor  and  the  Directors  commit  an  illegality,  he  may 
retain  his  position  so  long  as  he  complies  with  his  duty  of  disclosure  to  the  share- 
holders (his  clients).  See  paragraph  13. 

A  Member  is  not  obliged  to  withdraw  his  services  if  the  unlawful  act  does  not  concern 
the  Member's  work  (for  example,  if  the  Member  knew  that  the  client  was  making 
fraudulent  tax  returns  on  his  personal  accounts  and  the  Member  was  dealing  only 
with  the  client's  business  accounts  or  vice-versa,  or  if  the  client  was  making  fraudulent 
tax  returns  when  the  Member  was  doing  work  not  involving  any  taxation  matter). 

If  a  client  dispenses  with  the  Member's  services  before  he  has  completed  his  work 
and  reported  on  the  accounts,  no  further  legal  duty  rests  on  the  Member  and  he  is 
not  obliged  to  and  must  not  give  any  information  to  the  revenue  authorities. 

If  a  Member  discovers  that  he  has  submitted  fraudulent  or  negligent  tax  returns,  in 
the  past,  because  he  was  misled  by  his  client,  he  must  advise  the  client  to  disclose  the 
inaccuracies  to  the  revenue  authorities  and  if  this  advice  is  not  heeded  he  must  inform 
them  and  his  submitted  returns  can  no  longer  be  relied  upon  and  that  he  is  with- 
drawing from  this  client's  services. 

In  other  words,  the  Member  himself  must  not  be  a  party  to  his  client's  fraud  on  the 
revenue  authorities.  If  the  fraud  concerns  returns  which  the  Member  has  not  prepared 
or  which  the  Member  has  not  submitted,  then  the  duties  set  out  in  this  paragraph  do 
jgot  apply. 

Circumstances  vary  and  it  is  not  always  that  a  client  fully  appreciates  the  seriousness 
of  his  offence  or  the  consequences  which  may  ensue,  and  in  particular  he  may  not 
realise  that  if  there  is  no  disclosure  and  the  revenue  authorities  later  discover  a  fraud 
there  will  be  a  greater  likelihood  of  a  criminal  prosecution  (with  the  possibility  of 
imprisonment  on  conviction)  than  where  a  suitable  monetary  settlement  is  offered  on 
the  client's  own  disclosure. 

The  client  may  also  not  realise  that  if  a  Member  is  obliged  to  withdraw  and  so  notifies 
the  revenue  authorities,  this  may  well  result  in  the  revenue  authorities  starting  enquir- 
ies which  led  to  the  discovery  of  fraud. 
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12.  AUDITOR'S  DUTY  TO  EXAMINE 

An  auditor  of  a  company  must  use  all  reasonable  care  and  skill  in  his  examination 
mindful  of  his  duty  to  report  as  indicated  in  paragraph  13  on  unlawful  acts  insofar  as 
they  come  to  light  in  the  course  of  his  duty  and  affect  the  accounts. 

Explanation 

When  a  Member  is  appointed  an  auditor  of  a  company  pursuant  to  the  Companies 
Act  1963  or  the  Companies  Act  (Northern  Ireland)  1960  his  duties  are  governed  by 
the  relevant  Act.  Each  Act  endeavours  to  guarantee  the  independence  of  an  auditor  - 
(e.g.  special  notice  is  required  to  remove  him  from  office,  and  he  may  not  be  an 
employee  of  the  company).  Apart  from  the  minimum  requirements  of  the  relevant 
Act,  an  auditor  should  not  do  anything  which  would  compromise  or  be  seen  to  com- 
promise his  independence  or  integrity. 

The  Law  on  Companies  is  concerned  that  reliance  can  be  placed  on  the  Auditor's 
Report  (as  provided  respectively  in  section  163  and  section  156  and  the  Seventh 
Schedules  of  the  said  Acts).  Section  163  and  section  156  should  also  be  consulted  for 
the  powers  of  inspection  etc.  conferred  on  the  Auditor.  The  veracity  of  published 
accounts  and  the  Auditor's  Report  are  the  linch-pin  of  the  system  of  protection  of 
investors  and  creditors  through  disclosure. 

An  auditor  will  be  liable  in  negligence  if  he  fails  to  use  that  skill  and  care  which  a 
reasonable,  competent  auditor  would  use.  His  duty  is  not  to  confine  himself  merely 
to  the  task  of  verifying  the  arithmetical  accuracy  of  the  accounts  but  to  inquire  into 
their  substantial  accuracy  and  to  ascertain  that  they  have  been  properly  compiled  so 
as  to  contain  a  true  and  fair  view  of  the  state  of  the  company's  affairs.  Legal  opinion 
now  holds  that  he  should  not  rely  wholly  on  the  honesty  and  accuracy  of  officials  or 
employees. 

However,  an  auditor  is  not  a  detective  or  bound  to  approach  his  work  with  suspicion 
or  with  a  foregone  conclusion  that  there  is  something  wrong.  Provided  the  auditor 
takes  reasonable  care,  makes  all  necessary  investigations  and  there  is  nothing  calcu- 
lated to  excite  his  suspicion,  he  is  entitled  to  rely  on  the  representation  of  the  com- 
pany's officers.  But  if  his  suspicion  is  aroused,  he  must  ask  for  explanations  and 
investigate  the  matter  fully  until  he  is  satisfied." 

13.  DUTY  TO  SHAREHOLDERS  OF  A  COMPANY 

"If  an  auditor  discovers  an  act  he  believes  to  be  illegal  or  questionable,  he  must 
report  to,  and  obtain  consideration  of  that  act  from,  the  appropriate  level  of  authority 
within  the  entity.  In  certain  cases,  this  may  necessitate  his  reporting  in  such  a  manner 
as  to  bring  the  matter  to  the  notice  of  the  shareholders. 

Explanation 

An  auditor's  client  is  the  company  and  not  the  directors  of  the  company.  His  duty  is 
to  the  company.  Therefore,  there  is  no  breach  of  confidence  if  he  discloses  some 
wrongdoing  to  the  shareholders.  (Gower  in  his  textbook  on  Modern  Company  Law 
suggests  that  an  auditor's  duty  is  to  each  individual  member  of  the  company.  If  this 
be  so,  any  such  individual  could  sue  the  Auditor  for  damages  in  negligence). 
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If  an  auditor  knows  that  some  material  unlawful  act  or  default  in  relation  to  the 
company  has  been  committed  by  the  management,  he  must  report  this  to  the  directors 
and,  where  appropriate,  ensure  that  it  is  reported  to  the  members  of  the  company.  If 
his  efforts  to  have  such  matters  reported  at  a  general  meeting  are  frustrated,  he  must 
still  ensure  that  the  company  members  are  informed  (for  example,  if  necessary,  by 
circulating  them  personally  by  post).  The  fact  that  there  has  been  no  deliberate  mis- 
conduct by  the  directors  does  not  relieve  him  of  this  duty  nor  can  he  evade  this  duty 
to  report  by  asking  not  to  be  re-appointed. 

However,  where  the  Directors  have  acted  in  some  illegal  manner  (for  example,  by 
defrauding  the  revenue  authorities)  the  Member  should  give  the  advice  to  the  Dir- 
ectors suggested  in  paragraph  9  above,  even  though,  properly  speaking,  the  client  is 
the  shareholder. 

14  AUDITOR'S  REPORT 

When  an  auditor  signs  and  issues  his  report  (qualified  or  not)  he  should  ensure  that 
it  is  not  misleading  or  ambiguous. 

Explanation 

This  is  to  be  read  with  paragraph  13  above.  The  report  must  be  unambiguous  even  if 
the  result  will  be  to  disclose  to  the  shareholders,  and  others  who  may  read  the 
accounts  that  an  offence  has  been  committed." 

24  SUSPICION  OF  A  CLIENT'S  CONDUCT 

A  Member  should  not  continue  acting  for  his  client  while  suspicious  of  his  conduct. 
Explanation 

Mere  suspicion  of  an  unlawful  act  is  not  sufficient  to  make  a  Member  liable  to  crim- 
inal prosecution  or  to  be  obliged  to  withdraw  his  services  (paragraphs  2  and  9  above). 
On  the  other  hand,  he  must  not  bury  his  head  but  must  interrogate  his  client  and 
make  such  appropriate  inquiries  and  investigations  as  will  either  exonerate  his  client 
or  confirm  his  suspicions.  From  the  moment  the  Member  becomes  suspicious  to  the 
time  the  matter  is  concluded,  the  Member  should  keep  a  careful  record  of  all  his 
conversations  etc.  so  that  he  can  exonerate  himself  at  a  later  date,  should  this  be 
necessary" 


An  investigation  was  carried  out  by  the  management  of  the  Company  at  this  time 
March/April  1987  to  determine  the  amount  of  such  payments  for  the  year  ended 
31/12/1986  and  they  represented  to  the  said  auditors  that  the  amount  paid  in  that  year 
without  deductions  of  tax  was  £1.927m  and  their  representation  in  that  regard  was 
accepted  by  the  said  Auditors. 

On  the  7th  April  1987  there  had  been  a  management  meeting  in  Ravensdale,  which  was 
recorded  in  a  document  dated  the  29th  April  1987.  It  was  on  Stokes  Kennedy  Crowley 
headed  working  paper. 
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Management  meeting  held  in  Ravensdale,  April  7,  1987. 

Present:  Larry  Goodman 

Peter  Goodman 
Gerry  Thornton 
Brian  Britton 

ATTENDANCE:   Aidan  Connor 

I  reported  to  the  meeting,  that  arising  from  a  review  of  the  consolidated  group  accounts 
for  the  year  ended  30  December  1986,  it  was  evident  that  a  number  of  plant  managers 
had  "jumped  the  gun"  by  paying  out  money  under  the  new  scheme  which  is  currently 
under  discussion  with  SKC  but  is  still  not  finalised  at  this  time.  In  total  the  payments 
amounted  to  £1.92m.  and  the  plants  involved  were  Cahir  (£872k)  principally  and  to  a 
lesser  extent  Dundalk,  (£259k)  Dublin  (£316k)  and  Bagenalstown  (£450k). 

L.  G.  instructed  PG/GT  to  meet  with  the  relevant  Meat  Plant  Managers  immediately  and 
to  forcefully  reprimand  them  for  exceeding  their  authority  in  this  matter.  The  scheme  will 
be  finalised  in  next  few  weeks  but  it  was  bad  management  practice  that  we  had  introduced 
it  at  some  plants  pre-emptively.  All  payments  under  the  scheme  are  to  cease  at  once  until 
the  final  details  are  agreed  with  SKC. 

L.G.  who  instructed  BB/AC  to  meet  with  SKC  immediately: 

(i)  finalising  the  scheme  details  as  soon  as  possible; 

(ii)  agreeing  with  SKC  the  appropriate  accounting  treatment  for  the  year  end 
accounts. 

"Follow  up  reports  are  to  be  directly  with  LG  (not  me). 

Mr  O'Carroll  met  with  Brian  Britton,  Aidan  Connor  on  the  9th  of  April  1987.  Mr  O'Car- 
rolPs  evidence  in  regard  to  this  meeting  was  as  follows: 

"They  told  me  that  they  had  had  a  full  investigation  carried  out,  that  the  sum  of  all 
payments  at  all  locations  —  there  were  three  other  locations  as  well  as  Cahir  — 
amounted  to  1.927  million  in  total  payments  to  the  end  of  1986.  These  payments  had 
been  made,  without  authorisation,  by  certain  local  plant  managers  jumping  the  gun, 
as  they  put  it,  by  making  payments  to  employees  in  anticipation  of  a  new  employee 
bonus  scheme  which  had  been  under  review  and  discussion  throughout  1985  and  1986. 
They  had  instructed  all  such  unauthorised  payments  should  be  ceased  immediately 
pending  implementation  of  a  proper  scheme.  It  was  further  represented  to  me,  at  the 
time,  that  all  such  advances  and  payments,  whether  paid  on  foot  of  the  bogus  haulage 
invoice  or  otherwise,  would  be  repaid  and  I  sought  and  obtained  guarantees  to  that 
effect  from  third  parties  or  from  Mr  Goodman's  holding  company.  I  subsequently 
confirmed  the  representations  made  which  were  handwritten  with  Brian  Britton  in 
correspondence." 

Mr  O'Carroll  continued: — 

"I  had  in  my  possession  —  and  I  was  concerned  that  there  should  be  a  formal  written 
position  in  relation  to  this  —  I  had  in  my  possession  a  hand  written  memo,  an  extract 
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of  a  management  meeting  written  by  Aidan  Connor  and  I  was  concerned  that  this 
should  be  clearly  seen  to  represent  everybody's  understanding  of  the  position.  I  took 
it  on  myself  then  to  write  ultimately  to  Mr  Britton  confirming  all  the  details  as  I 
understand  them  and  asking  him  if  he  would  come  back  to  me  confirming  that  these 
were  correctly  understood". 

This  letter  was  written  to  Brian  Britton  on  the  5th  May  1987. 
"Dear  Brian 

I  refer  to  our  discussions  in  connection  with  the  audited  accounts  for  Goodman  Inter- 
national and  its  subsidiaries  for  the  year  ended  31  December  1986. 

In  particular  I  refer  to  the  advances  made  to  employees  by  various  Plant  Managers. 
I  understand  that  the  sums  involved  for  each  location  for  all  years  in  aggregate 
amount  to: — 


In  the  light  of  our  discussions  it  is  clear  that  these  sums  represent  advances  to  various 
employees  made  by  Managers  in  each  location  and  that  these  do  not  have  the 
approval  of  the  Board.  I  confirm  that  it  is  our  understanding  that  these  advances  will 
be  repaid  immediately  and  that  the  repayment  has  been  guaranteed  by  Goodman 
Holdings.  On  this  basis  it  would  appear  that  the  payments  are  not  part  of  the  employ- 
ment remuneration  for  each  individual  and,  therefore,  not  subject  to  the  PA  YE 
regulations. 

I  would  be  grateful  if  you  would  confirm: — 

a.  That  the  above  is  the  correct  outline  of  the  position. 

b.  to  the  best  of  your  knowledge  and  belief  there  are  no  other  payments  which  have 
been  made  to  employees  on  which  PA  YE  regulations  have  not  been  applied. 

Kind  regards 
Yours  sincerely 


Niall  D.  O'CarroU" 
It  was  not  responded  to. 

According  to  Mr  O'CarroU  he  wrote  in  September  1987  to  Mr  Goodman  in  similar  terms 
asking  him  to  get  Mr  Britton  to  respond  to  the  letter.  Again,  there  was  no  response. 

Further  confirmation  of  Mr  McGuinness'  evidence  in  this  regard  was  provided  by  the 
evidence  of  Mr  Mooney,  Tax  Consultant  with  Stokes,  Kennedy  and  Crowley,  that  when 
this  discovery  was  drawn  to  the  attention  of  Senior  Executives  of  the  Goodman  Group,  it 
was  admitted  that  certain  employees  in  addition  to  their  normal  wages,  which  were  subject 
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to  the  deduction  of  PA  YE  and  PRSI,  were  being  paid  sums  of  money  without  deduction 
of  tax.  Stokes,  Kennedy  and  Crowley  understood  from  such  enquiries  that  the  method 
used  was 

" — to  draw  cheques  in  respect  of  bogus  invoices  payable  to  the  names  on  the  bogus 
invoices, 

— to  have  such  cheques  cashed  by  the  plant  accountant  or  other  employees  at  the 
local  bank  despite  the  names  on  the  cheques  and  the  fact  that  some  cheques  were 
payable  to  well  known  and  reputable  hauliers  and  were  restrictively  crossed,  and 

— to  make  cash  payments  to  a  considerable  number  of  employees. 

At  the  end  of  1986  the  Employer  Incentive  Scheme  was  still  the  subject  matter  of 
discussions  between  the  tax  personnel  in  SKC  and  the  top  management  within  the 
Goodman  Group.  Mr  Goodman  had  not  given  the  formal  imprimatur  for  them  to  go 
ahead." 

Mr  O'Carroll  in  evidence: — 

"From  about  the  25th  March  to  the  25th  April,  I  was  in  touch  with  the  Goodman 
Group  about  once  a  day.  This  involved  contact  with  Brian  Britton,  the  Group  Finan- 
cial Director,  Aidan  Connor,  the  Group  Financial  Controller,  at  the  time  and  occa- 
sionally Larry  Goodman. 

In  the  first  week  of  April  1987,  it  was  clear  that  we  couldn't  sign  off  the  audit  while 
this  outstanding  matter  was  not  resolved. 

Following  the  meetings  and  representations  with  Mr  Britton  I  discussed  the  matter 
with  Mr  Reid,  one  of  SKC's  tax  partners,  who  had  had  an  involvement  with  the 
Goodman  Group  from  time  to  time.  I  learnt  then  that  Mr  Goodman,  who  had  become 
aware  of  and  to  whom  I  had  spoken  about  the  problem,  had  met  Mr  Reid  and  he 
had  discussed  the  implementation  of  the  scheme  and  asked  Mr  Reid  to  implement 
the  final  details  and  instruct  his  staff  on  how  to  do  that  as  quickly  as  possible.  None 
of  the  schemes  proposed  through  1985  /  1986  to  the  Goodman  Group  involved: — 

(i)  the  recording  of  bogus  invoices  for  hauliers;  ■ 

(ii)  the  use  of  invoices  to  cattle  dealers  which  were  not  valid; 

(iii)  the  use  of  expense  slip  which  were  not  valid  expenses." 

The  Tribunal  has  already  referred  to  the  handwritten  document  signed  by  A.  Connor  and 
dated  the  29/4/'87  containing  a  record  of  the  management  meeting  held  on  the  7/4/'87  at 
which  were  present  Mr  Larry  Goodman,  Mr  Peter  Goodman,  Mr  Brian  Britton  and  Mr 
G  Thornton  and  to  the  2nd  instruction  of  Larry  Goodman's  to  Brian  Britton  and  Aidan 
Connor  namely: — 

"agreeing  with  SKC  the  appropriate  accounting  treatment  for  the  year  end  accounts". 

Mr  O'Carroll  clarified  the  meaning  of  the  second  recommendation  as  being: — 

"At  this  stage  we  had  one  outstanding  point  in  relation  to  the  group  audit  and  that 
was  1.927.  of  bogus  invoices.  The  one  reality,  in  terms  of  accounting  treatment,  was 
that  they  were  not  haulage  invoices  which  is  how  they  were  booked.  So  we  had  to 
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decide  what,  if  they  weren't  haulage  invoices,  were  they.  I  consulted  at  length  with 
my  tax  partners  and  professional  standards  partners  and  we  formed  the  view  that 
because  the  payments  had  not  been  authorised  they  could  not  be  deemed  anything 
other  than  unauthorised  advances  taken  by  employees.  We,  therefore,  put  them  in  a 
suspense  account  in  debtors  and  sought  and  obtained  guarantees  that  they  would  be 
repaid.  They  were  subsequently  repaid.  This  happened  around  the  middle  of  April. 

229  Q.  On  the  9th  of  April,  you  had  a  meeting  with  Mr  Britton  and  Mr  Connor 

where  they  tell  you  that  these  were  effectively  unauthorised  payments  by 
the  managers  jumping  the  gun  or  were  advances  or  loans. 

A.  Correct. 

230  Q.  Subsequent  on  that  then,  are  you  saying  that  you  then,  with  your  tax  people, 

decided  to  treat  them  as  advances? 

A.  Yes,  I'm  the  audit  partner,  I  don't  pretend  to  know  all  the  nuances  of  the 
PAYE/PRSI  regulations,  so  I  had  to  seek  expert  advice  as  to  whether  this 
explanation  was  sustainable. 

231  Q.  Which  explanation? 

A.  That  these  were  not  the  haulage  payments,  that  they  were  nothing  more  than 
unspecified  advances  to  employees  and,  therefore,  were  not  caught  by  the 
PAYE/PRSI  regulations. 

Though  Mr  John  King  of  SKC  and  the  Audit  team  lead  by  him  had  discovered  during  the 
course  of  the  audit  of  AIBP  Cahir  Exports  Ltd  for  the  year  ended  31st  December  1985 
Bogus  Records  of  Payments  alleged  to  have  been  paid  to  haulier's  in  the  sum  of  £840,000 
and  had  in  his  memorandum  dated  the  13th  day  of  March  1987  stated  that: — 

"It  must  be  noted  that  the  carriage  cost  on  this  year  appears  reasonable  on  last  year. 
Therefore  it  would  appear  that  similar  payments  of  this  nature  were  being  made  in 
1988.  Indeed  the  names  on  the  attached  list  (bogus  hauliers)  appear  in  the  1985  audit 
files" 

no  further  examination  of  the  account  for  the  year  ended  the  31st  of  December  1985  was 
carried  out  by  Stokes,  Kennedy  and  Crowley. 

Stokes,  Kennedy  and  Crowley  accepted  the  representations  made  to  them  by  Mr  Brian 
Britton  which  were; 

(1)  that  the  amount  involved  for  all  years  ended  the  31st  December  1986  was  £1.927m 
in  respect  of  the  following  locations  and  companies: — 


(ii)  that  these  payments  represented  advances  made  to  various  employees  by  Man- 
agers in  each  location 


Cahir  (AIBP  Cahir  Exports  Ltd) 

Dundalk  AIBP 

Dublin 

Bagenalstown  AIBP  Carlow  Exports  Ltd 


£872,000 
£259,000 
£316,000 
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(iii)  that  such  payments  were  made  without  the  approval  of  the  Board,  and 

(iv)  that  such  advances  would  be  repaid  immediately  and  that  such  repayments  would 
be  guaranteed  by  Goodman  Holdings  Ltd. 

At  that  stage,  all  the  work  necessary  for  the  completion  of  the  accounts  for  the  year  ended 
31-12-1986  had  been  completed  by  the  various  audit  teams  employed  by  SKC  but  one 
outstanding  issue  remained  to  be  dealt  with. 

That  issue  was  the  manner  in  which  these  cash  payments  which  had  been  made  to 
employees  without  deduction  of  PA  YE  and  PRSI  payments  should  be  dealt  with  in  the 
accounts  of  the  respective  Companies. 

As  stated  by  Mr  O'Carroll: 

"At  that  stage  we  had  one  outstanding  point  in  relation  to  the  Group  Audit  and  that 
was  £l,927m.  of  bogus  invoices.  The  one  reality  in  terms  of  accountancy  treatment 
was  that  they  were  not  haulage  invoices  which  is  how  they  were  booked.  So  we  had 
to  decide  what,  if  they  weren't  haulage  invoices,  were  they." 

Mr  O'Carroll  stated  that  he  consulted  at  length  with  his  tax  partners  and  his  professional 
standards  partners  and  they  formed  the  view  that 

"because  the  payments  had  not  been  authorised  they  could  not  be  deemed  anything 
other  than  unauthorised  advances  taken  by  employees" 

and  that 

"We  therefore  put  them  in  a  suspense  account  in  debtors  and  sought  and  obtained 
guarantees  that  they  would  be  repaid" 

He  stated  that  the  payments  were 

"nothing  more  than  unauthorised  advances  to  employees  and  therefore  were  not 
caught  by  the  PAYE/PRSI  Regulations." 

When  Mr  Mooney,  another  tax  expert  in  SKC  gave  evidence  he  described  these  payments 
as  a  "loan  to  the  employees",  which  as  stated,  by  Mr  Carroll  was  a  different  concept  to 
an  "unauthorised,  specified  advance  payment"  which  he  regarded  them  as. 

The  accounts  for  the  year  ended  the  31-12-1986  were  signed  on  the  29th  March  1987  but 
not  released  until  the  end  of  April  1987  after  the  guarantees  with  regard  to  repayment 
were  signed. 

The  guarantees  were  all  dated  the  8th  April  1987  and  were  in  the  following  terms:— 
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GOODMAN  HOLDINGS  LIMITED 
14  Castle  Street,  Ardee,  Co.  Louth 

'The  Secretary 

AIBP  Cahir  Exports  Ltd., 

14  Castle  Street 

Ardee 

Co.  Louth 

Dear  Sir, 

We,  Goodman  Holdings  Ltd.,  in  accordance  with  powers  contained  in  Clause  No.  2 
(g)  of  the  Memorandum  of  Association  of  the  Company,  hereby  guarantee  repayment 
of  loans  made  by  you  to  employees  totalling  £872,000.. 

We  undertake  that  we  will  pay  such  amounts  on  demand,  if  an  whenever  the 
employees,  or  any  of  them,  make  default  in  repayment  of  such  loans. 

Yours  faithfully 


Laurence  J.  Goodman 
Chairman  and  Chief  Executive." 

There  is  no  reality  in  the  representations  made  by  Mr  Britton  to  Mr  O'Carroll  of  SKC 
that  these  payments  made  to  employees  without  deduction  of  PA  YE  and  PRSI  contribu- 
tions were  either  unauthorised  or  represented  loans  to  those  employees  without  the 
approval  of  the  Board  of  the  Goodman  group  of  companies  or  that  they  would  ever  have 
to  be  repaid  to  the  companies  by  their  employees  and  there  is  no  evidence  that  they  were 
ever  repaid. 

These  payments  were  and  were  intended  to  be  payments  to  certain  employees  free  of 
deduction  of  income  tax  and  PRSI  contributions  and  should  have  been  declared  as  such 
and  the  appropriate  tax  paid  and  PRSI  contributions  in  respect  thereof  made. 

The  evidence  of  Mr  McGuinness  in  this  regard  has  already  been  quoted  in  this  Report 
but  bears  repetition  at  this  stage. 

(1)  When  interviewed  by  Mr  Brian  Britton,  the  Financial  Controller  of  the  Group, 
he  was  offered  a  starting  salary  of  £12,000  which  was  to  include  a  tax  free  compon- 
ent of  £3,000,  payable  quarterly  in  cash. 

(2)  In  September  1984  he  became  aware  that  it  was  standard  practice  to  make  quar- 
terly tax  free  payments  to  employees  and  that  he  was  instructed  by  Mr  Nobbie 
Quinn,  Manager  of  the  Plant,  and  Mr  John  O'Donnell,  the  Accountant  with 
responsibility  therefor  to  prepare  the  necessary  documentation  to  conceal  such 
payments  and  to  record  them  as  livestock  purchases. 

(3)  He  queried  such  practice  with  Mr  Brian  Britton  and  received  his  approval  to 
carry  out  such  practice. 

(4)  That  from  the  first  quarter  of  1985  he  was  responsible  for  such  untaxed  payments 
and  the  concealment  thereof  by  recording  them  as  payments  to  hauliers  and  live- 
stock purchases  both  in  Newry  and  in  Waterford  on  his  appointment  there. 
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(5)  He  was  made  aware  from  his  discussion  with  other  factory  accountants  and  with 
Mr  David  Murphy  of  the  Head  Office  of  the  Group  of  Companies  that  it  was  a 
company  wide  practice  in  Northern  Ireland  and  in  the  Republic  of  Ireland  to 
make  untaxed  payments  to  employees  by  way  of  payment  of  production  bonus 
in  cash,  by  payment  of  some  overtime  payments  in  cash  and  by  payment  of  por- 
tion of  their  wages  by  cheque  and  portion  by  cash. 

(6)  That  such  payments  appear  in  the  weekly  Profit  and  Loss  Accounts  prepared  by 
Plant  Accountants  and  submitted  to  Head  Office  at  Ravensdale  but  not  shown 
to  the  Group's  Auditors. 

It  is  quite  clear  from  this  evidence,  which  the  Tribunal  accepts,  that  the  system  of  making 
payments  to  certain  employees,  without  the  deduction  of  tax  and  PRSI  contributions,  was 
widespread  throughout  the  Goodman  Group  of  Companies,  that  such  payments  appeared 
in  the  Weekly  Profit  and  Loss  Accounts  prepared  by  the  Plant  Accountants  and  submitted 
to  the  Head  Office  of  the  Group  in  Ravendale  but  such  profit  and  loss  accounts  were  not 
disclosed  to  the  Company's  Auditors  and  such  payments  were  concealed  by  the  provision 
of  fictitious  invoices  allegedly  in  respect  of  payments  to  haulage  contractors,  to  farmers  in 
respect  of  livestock  purchased  and  in  respect  of  fictitious  expenses. 

When  this  practice  was  discovered  in  the  Cahir  Plant  by  the  Audit  Team  lead  by  Mr  King 
of  SKC,  Mr  O'Carroll  of  SKC  quite  properly  drew  the  attention  of  the  top  management 
of  the  Group  to  the  practice,  though  the  Tribunal  is  satisfied  that  they  were  at  all  times 
fully  aware  of  the  practice,  and  on  the  9th  April  1987  was  informed  by  Mr  Britton  and 
Mr  Connor  that 

"they  had  instructed  that  all  such  unauthorised  payments  should  be  ceased  immedi- 
ately pending  implementation  of  a  proper  scheme". 

However  as  hereinafter  appears,  the  practice  did  not  cease  but  continued  during  the  years 
1987,  1988,  1989  and  1990  until  the  appointment  of  the  Examiner  in  respect  of  the  Group 
in  August  of  that  year. 

The  Tribunal  has  stated  that  the  position  with  regard  to  tax  evasion  by  this  group  of 
companies  was  comprehensively  dealt  with  in  the  evidence  of  Mr  O'Donghaile  and  Mr 
O'Duinn  of  the  Investigation  Branch  of  the  Revenue  Commissioners.  Their  evidence  was 
detailed,  complementary  and  of  considerable  assistance  to  the  Tribunal. 

The  Tribunal  does  not  consider  it  necessary  to  review  in  detail  such  evidence  within  the 
confines  of  this  Report  and  will  merely  deal  with  the  important  aspects  thereof. 

This  evidence  established: — 

(1)  Between  1985  and  1990  Tax  Inspectors  had  visited  Goodman  plants  on  about 
90  occasions,  generally  in  connection  with  VAT  payments  but  occasionally  in 
connection  with  PA  YE  but  no  evidence  was  found  of  "under  the  counter"  pay- 
ments to  employees. 

(2)  The  reason  why  such  payments  were  not  discovered  according  to  Mr  O'Donghaile 
was  because  of  the  system  which  "was  very  well  and  professionally  put  together" 
and  "had  been  organised  by  a  large  organisation  and  it  had  been  organised  by 


Tax  Evasion  arid  Avoidance 


331 


professionals....chartered  accountants  were  involved  in  this  and  they  had  put  a  lot 
of  thought  into  it." 

(3)  That  the  records  as  disclosed  did  not  show  or  identify  "under  the  counter" 
payments. 

(4)  As  a  result  of  a  meeting  between  Mr  Moriarty  and  Mr  O'Duinn  with  Solicitor 
and  Counsel  to  the  Tribunal  on  the  7th  August  1991  and  the  information  and 
copy  invoices  given  to  him,  he  decided  to  make  inquiries  to  establish  the  truth  or 
otherwise  of  the  allegations  made  about  the  invoices. 

(5)  On  the  14th  August  1991  Mr  O'Duinn,  accompanied  by  J  Flynn,  Higher  Grade 
Inspector,  Investigation  Branch  and  Mr  S  Bell,  Inspector  of  Dundalk  VAT,  Mr 
O'Duinn  visited  AIBP  International  at  Ravensdale,  Dundalk.  The  records  of  the 
company  for  1989  (expenditure)  had  been  requested  by  him  in  advance  of  such 
visit  and  these  records  were  made  available  to  him. 

(6)  The  volume  of  books  and  records  available  for  just  one  year  was  very  large, 
purchases  listing  of  over  1,000  pages,  approximately  10,000  Purchase  Invoices  and 
cheque  payment  books  totalling  over  100  pages. 

(7)  To  overcome  the  problems  associated  with  such  volume,  the  Inspectors  focused 
on  areas  of  likely  irregularities  such  as  payments  to  hauliers,  having  regard  to  the 
information  received  by  him  from  the  Tribunal. 

(8)  Mr  O'Duinn  noticed  details  of  transactions  with  6  individual  hauliers,  with  North- 
ern Ireland  addresses  to  whom  £150,000  had  been  paid  in  1989. 

Most  invoices  could  not  then  be  traced  for  these  transactions  but  the  company  repres- 
entative promised  to  locate  and  forward  them  together  with  paid  cheques  relating 
thereto. 

(9)  Mr  O'Duinn  formed  the  opinion  that  the  few  invoices  produced  to  him  did  not 
appear  to  be  genuine. 

(10)  Mr  O'Duinn  also  noticed  payments  to  a  company  called  Spitfire  Ltd  which  sup- 
plied labour  services  to  AIBP  International  at  a  value  of  £25,000  per  month  from 
May  1989  onwards. 

(11)  In  the  weeks  that  followed  the  visit  the  requested  invoices  and  paid  cheques  were 
forwarded  to  Mr  O'Duinn. 

(12)  The  invoices  were  all  of  a  simple  duplicate  type  with  no  addresses,  telephone 
numbers  or  VAT  numbers  shown.  The  pay  cheques  indicated  that  they  were  by 
and  large  cashed  on  the  date  of  issue  at  the  bank  on  which  they  were  drawn. 

(13)  Mr  O'Duinn  concluded  at  the  time  that  in  1989  AIBP  International  had  created 
funds  and  paid  out  at  least  £180,000  in  untaxed  remuneration. 

(14)  On  the  15th  day  of  August  1991,  Mr  O'Duinn,  accompanied  by  Mr  Flynn,  called 
to  meet  two  livestock  dealers  who  supplied  cattle  to  AIBP  Waterford.  These  were 
livestock  dealers  named  in  the  documents  supplied  by  the  Tribunal  and,  having 
examined  these  dealers  records  and  from  interviews  with  them,  Mr  O'Duinn  was 
satisfied  that  they  did  not  receive  the  sums  supposedly  paid  to  them. 
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(15)  Mr  O'Duinn  contemplated  visits  to  AIBP  Waterford  and  a  return  visit  to  AIBP 
International  and  other  AIBP  plants,  but  before  he  had  made  arrangements  for 
such  visits,  he  was  advised  by  Mr  O'Donghaile,  Principal  Inspector  in  mid-Sep- 
tember 1991,  that  the  Goodman  Group  were  now  admitting  to  untaxed  remunera- 
tion payments. 

(16)  On  the  17/9/91  Mr  Mooney  of  Stokes  Kennedy  Crowley,  the  Auditor  of  the 
Goodman  Group  of  companies  visited  Mr  6  Donghaile  and  informed  him  that: 

(a)  the  Board  of  Goodman  International  had  recently  become  aware  that  pay- 
ments, which  had  not  been  subject  to  tax,  had  been  paid  to  employees  of  the 
Group; 

(b)  the  Board  was  anxious  to  advise  the  Revenue  Commissioners; 

(c)  he  had  advised  this  course  of  action; 

(d)  he  thought  the  amount  involved  was  in  excess  of  £2m  but  work  was  going  on 
to  establish  the  correct  amount; 

(e)  the  payments  were  made  to  employees  in  all  plants,  going  back  over  several 
years; 

(/)  such  payments  had  been  cloaked  by  fictitious  invoices; 

(g)  he  had  not  been  aware  of  such  payments  when  he  had  discussed  the  Exam- 
inership  settlement  in  October  1990." 

(17)  In  the  course  of  a  meeting  held  on  the  10th  October  1991,  Mr  Mooney  informed 
Mr  6  Donghaile: 

(a)  that  Goodman  International  had  advised  his  firm,  SKC,  that  in  the  period 
1/1/1987  to  31/12/1990  between  £4m  and  £4.5m  had  been  paid  to  employees, 
without  being  subject  to  tax; 

(b)  that  investigations  were  still  continuing  to  ascertain  the  current  amount; 

(c)  that  these  payments  were  in  addition  to  the  dividends/loans  that  had  been 
previously  advised  during  the  course  of  the  negotiations  for  the  settlement  of 
outstanding  or  claimed  liabilities  during  the  Examinership,& proceedings; 

(d)  in  response  to  a  statement  by  Mr  6  Donghaile  that  if  under  the  counter 
payments  were  made  after  the  1/1/1987,  it  was  reasonable  to  assume  that  they 
were  also  paid  before  that  date,  he  said  that,  he  would  examine  that  position; 

(e)  that  in  the  course  of  preparation  of  the  1990  accounts,  it  had  been  discovered 
that  dividends  in  excess  of  the  amount  disclosed  to  the  Revenue  Commis- 
sioners in  the  course  of  the  negotiations  prior  to  the  said  settlements  and 
which  were  subject  thereto,  were  paid  to  employees  but  the  amount  thereof 
was  not  yet  ascertained." 

(18)  On  the  7th  day  of  November  1991,  Mr  Mooney  and  Mr  Fagan  of  SKC  and  Mr  J 
O'Donnell  and  Mr  J  O'Loughlin  of  Goodman  International  met  with  Mr 
O'Donghaile  and  Mr  O'Duinn. 

Mr  O'Donnell  informed  them  that: 

(a)  they  now  had  a  more  complete  picture  of  the  under  the  counter  situation; 
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(b)  a  total  of  £4.7  million  had  been  paid  to  employees  in  this  manner  between 
1/1/1987  and  31/12/1990; 

(c)  since  1990,  there  had  been  no  under-the-counter  payments; 

(d)  since  the  inception  of  the  dividend  scheme  (mid  1987)  dividend  payments  of 
£2.9m  had  been  paid  whereas  £1.7m  only  had  been  disclosed  to  the  Revenue 
Commissioners  in  October  1990. 

(19)  The  following  issues  requiring  attention  were  raised  by  Mr  6'Donghaile  and  Mr 
6'Duinn:— 

(a)  they  requested  a  detailed  analysis  of  the  payments  on  an  annualised  and  plant 
by  plant  basis  to  enable  the  Revenue  Commissioners  to  examine  all  books 
and  records; 

(b)  they  required  particulars  of  pre  1/1/1987  payments; 

(c)  they  required  particulars  relating  to  a  company  called  Spitfire  Limited; 

(d)  the  question  of  VAT  claimed  on  fictitious  invoices; 

(20)  By  letter  dated  the  14th  day  of  November,  Goodman  International  forwarded  to 
the  Revenue  Commissioners: 

(i)  annualised  details  in  respect  of  each  plant  showing  under  the  counter  pay- 
ments in  the  sum  of  £4.7m  in  the  period  1.1.1987  to  31.12.1990; 

(ii)  details  of  wages  and  dividends  paid  out  of  8  employee  companies  viz: 

Fleggburgh  Ltd 
RedRobin  Ltd 
Castlerigg  Limited 
Panache  Limited 
Cottesmore  Ltd 
Wistaston 
Armcliffe  Ltd 
Nailsworth  Ltd 

At  no  stage  had  there  been  any  disclosure  by  either  Mr  O'Donnell  or  Mr 
Mooney  to  Mr  O  Donghaile  of  the  Revenue  Commissioners  with  regard  to 
the  payments  made  to  employees  without  being  subjected  to  tax  or  PRSI 
contributions  during  the  year  ended  31-12-1986. 

(21)  At  the  Tribunal  hearing  on  the  26th  day  of  November  1991,  Mr  O'Donghaile 
learnt  for  the  first  time  that  under  the  counter  payments  had  been  made  in  Cahir 
in  the  period  prior  to  1/1/1987,  that  such  payments  had  been  discovered  during 
the  course  of  preparatory  work  for  an  audit  and  as  a  result  thereof  obtained  a 
copy  of  the  submission  of  SKC  to  the  Tribunal,  a  copy  of  which  had  been  served 
on  the  Chief  State  Solicitor,  which  dealt  with  the  discovery  of  under  the  counter 
payments  of  £1.927m  to  employees  of  AIBP  prior  to  1/1/1987. 

(22)  On  the  basis  of  the  information  then  available  to  the  Revenue  Commissioner 
PA  YE  estimates  were  raised  on  the  20/12/1991  and  were  appealed  by  the  Group. 
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(23)  Investigations  of  records,  visits  to  Plants  and  negotiations  continued  and  between 
17.1.1992  and  15.7.1992,  17  submissions  were  received  from  Goodman  Interna- 
tional in  relation  to  untaxed  payments. 

These  submissions  were  comprehensive  identifying  amounts  and  dates  of  ficti- 
tious invoices  and  other  expense  cheques  and  employees  who  had  received 
payments. 

(24)  On  the  30th  day  of  April  1992  Mr  Mooney  of  SKC  and  Mr  O'Donnell  met  with 
Mr  6'Donghaile  and  Mr  6'Duinn  to  discuss  progress  and  it  was  ascertained  that 
the  under-the-counter  payments  would  be  about  £5.5m. 

Mr  6'Donghaile  informed  them  that  the  undisclosed  dividends  of  £1.2m  would 
be  treated  as  untaxed  remunerations. 

(25)  On  the  27/7/1992  a  meeting  was  held  between  Mr  6'Donghaile,  Mr  O'Duinn  and 
Mr  Flynn  of  the  Revenue  Commissioners  and  Mr  Mooney  of  S.K.C  and  Mr  John 
O'Donnell  of  the  Goodman  Group. 

Mr  Mooney  and  Mr  O'Donnell  were  informed  that  the  Revenue  Commissioners  were 
of  the  view  that  the  following  matters  required  to  be  included  as  untaxed  remu- 
neration: 

(a)  £5.5m  under  the  counter  payments  as  per  Goodman  International  submission. 

(b)  £1.2m  additional  dividends. 

(c)  Possible  additions  re  outstanding  queries. 

(d)  pre-1987  untaxed  payments  (£1.927m  as  per  SKC  and  that  a  tax  rate  of  about 
55%  would  be  applied  and  that  interest  at  the  rate  of  1.25%  per  month  would 
also  be  a  factor. 

They  requested  that  outstanding  queries  be  dealt  with  without  delay. 

That  was  the  position  when  Mr  6'Donghaile  and  Mr  6'Duinn  gave  evidence  before  the 
Tribunal  on  the  8th  and  9th  days  of  September  1992. 

While  considerable  work  had  been  done  in  an  effort  to  finalise  the  matter,  negotiations 
were  not  complete  and  were  continuing  at  that  time. 

Prior  to  the  completion  of  this  Report  the  Tribunal  sought  information  from  the  Revenue 
Authorities  as  to  the  then  current  position  with  regard  to  the  negotiations  with  the  Good- 
man Group  of  Companies  referred  to  in  the  evidence  before  the  Tribunal  and  referred  to 
in  this  Report  and  ascertained  that 

(i)  efforts  to  reach  a  final  settlement  of  outstanding  payroll  taxes  with  Goodman 
International  and  related  meat  processing  companies  continued  after  the  Tribunal 
ceased  its  public  sittings; 

(ii)  from  June  1993  onwards,  these  negotiations  took  place  in  the  context  of  the  provi- 
sions of  the  Waiver  of  Certain  Tax  Interest  and  Penalties  Act  1993  (Tax  Amnesty 
Scheme)  which  enabled  companies  and  individuals  to  settle  their  payroll  liabilities 
up  to  the  5/4/1991  without  the  imposition  of  interest  and  penalties. 
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(iii)  in  January  1994  an  offer  of  about  £4.1m  was  submitted  by  the  Goodman  Group 
to  settle  outstanding  pay  roll  taxes  for  the  period  up  to  5/4/1991; 

this  offer  of  £4.1m  comprised  a  direct  payment  of  £3.654m  and  a  set-off  of  about 
£.4m  available  to  the  Group,  being  DIRT  credits; 

the  precise  amount  of  a  small  part  of  the  DIRT  credits  has  yet  to  be  determined; 

while  the  Revenue  authorities  have  not  yet  issued  a  formal  written  acceptance  of 
this  proposal,  the  Tribunal  has  been  informed  that  they  are  likely  to  do  so; 

the  £4.1m  relates  to  payroll  tax  evasion/avoidance  investigated  by  the  Revenue 
authorities  as  a  result  of  the  allegations  inquired  into  by  the  Tribunal  as  is  distinct 
from  the  sum  of  £4.53m  previously  paid  by  the  Group  as  a  result  of  the  agreement 
negotiated  in  October/November  1990  during  the  period  of  the  Examiner's 
appointment  and  confirmed  by  the  letter  dated  the  14th  day  of  February  1991 
hereinafter  referred  to; 

by  virtue  of  the  provisions  of  the  Waiver  of  Certain  Tax  Interest  and  Penalties  Act 
1993,  Companies  and  individuals  were  enabled  to  settle  their  pay  roll  liabilities  up 
to  5/4/1991  without  imposition  of  interest  and  penalties. 

Were  it  not  for  the  provision  of  this  Act,  the  statutory  rate  of  interest  (1.25%  per  month 
on  underpayments)  would  have  applied  to  the  underpayments  in  the  period  under  investi- 
gation 1983-1990  inclusive. 

In  addition  Penalties  would  have  been  incurred  in  each  of  the  PA  YE  locations  of  the 
Company  where  there  had  been  failures  to  remit  the  correct  monthly  taxes  with  the  P30 
returns  and  to  submit  correct  end  of  the  year  returns  for  each  of  the  registered  locations. 

On  the  basis  of  the  evidence  before  it,  the  Tribunal  was  satisfied,  and  could  not  have  been 
other  than  satisfied  by  the  entire  of  the  evidence  it  heard  and  the  admissions  made  on 
behalf  of  Goodman  International  to  the  Revenue  Commissioners  as  outlined  above  that: 

(i)  the  allegations  made  with  regard  to  under-the  counter  payments  have  been  fully 
substantiated; 

(ii)  there  was  a  deliberate  policy  in  the  Goodman  Group  of  companies  to  evade  pay- 
ments of  Income  Tax  by  way  of  under-the-counter  payments  to  employees; 

(ui)  the  making  of  such  payments  was  concealed  in  the  records  of  the  company  by 
recording  of  fictitious  payments  to  hauliers  and  farmers; 

(iv)  the  records  of  the  company  were  misleading  and  calculated  to  deceive  the  Rev- 
enue Authorities  in  the  event  of  an  investigation  and  did  so  deceive  them; 

(v)  the  records  submitted  by  the  Goodman  Group  of  companies  were  misleading  and 
intended  to  be  so; 

(vi)  the  reason  why  the  Revenue  Authorities  were  deceived  and  the  ordinary  investi- 
gations carried  out  by  the  Revenue  Authorities  did  not  disclose  the  payments 
made  without  deduction  of  income  tax  or  PRSI  contributions  was  because  such 
payments  were  cloaked  by  fictitious  invoices  allegedly  showing  payments  to  haul- 
iers, farmers  and  fictitious  expenses; 
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(vii)  the  system  of  concealment  was  common  in  all  relevant  plants,  was  known  to  the 
top  management  of  the  group,  undoubtedly  authorised  by  them  and  in  the  words 
of  Mr  O  Donghaile  of  the  Revenue  Investigation  Branch  "was  very  well  and 
professionally  put  together  and  had  been  organised  by  a  large  organisation  and  it 
had  been  organised  by  professionals". 

While  the  Tribunal  is  satisfied  that  the  Companies'  Auditors  acted  in  accordance  with 
their  responsibilities  as  set  out  in  Paragraph  14  of  the  Miscellaneous  Legal,  Ethical  and 
Practical  Guidance  issued  by  the  Institute  of  Chartered  Accountants  in  Ireland  which 
provided  that: — 

"If  an  auditor  discovers  an  act  he  believes  to  be  illegal  or  questionable,  he  must 
report  to,  and  obtain  consideration  of  that  act  from  the  appropriate  level  of  authority 
within  the  entity.  In  certain  cases,  this  may  necessitate  his  reporting  in  such  a  manner 
as  to  bring  the  matter  to  the  notice  of  the  shareholders". 

the  Tribunal  considers  that  in  the  case  of  tax  evasion  the  obligations  placed  on  an  auditor 
should  not  be  limited  to  reporting  such  tax  evasion  to  the  "appropriate  level  of  authority 
within  the  entity  or  bringing  the  matter  to  the  notice  of  the  shareholders  but  should 
be  extended  to  oblige  them  to  report  such  evasion  to  the  Revenue  Commissioners  and 
recommends  that  a  provision  which  would  have  that  effect,  be  included  in  the  next  Finance 
Bill  to  be  placed  before  the  Houses  of  the  Oireachtas. 

TAX  AVOIDANCE 

In  the  course  of  the  evidence  with  regard  to  under-the  counter  payments,  reference  was 
made  to  tax-free  dividends  paid  by  companies  of  which  employees  were  shareholders,  to 
such  employees. 

The  efficacy  of  such  companies  as  a  tax-avoidance  scheme  was  disputed  by  the  Revenue 
Commissioners  in  October  1990  during  the  course  of  negotiations  to  determine  and  settle 
the  tax  liability  of  the  Goodman  Group  of  Companies  which  eventually  led  to  the  settle- 
ment made  between  the  Goodman  Group  of  Companies  and  the  Revenue  Commissioners 
and  the  Examiner  appointed  by  the  High  Court,  Peter  Fitzpatrick. 

These  statements  and  allegations  when  taken  with  Deputy  Rabbitte's  allegation  that  the 
Revenue  Commissioners,  because  of  Goodman's  political  connections,  turned  a  blind  eye 
to  the  type  of  remuneration  packages  enjoyed  by  senior  executives  and  a  non-return  of 
PA  YE  and  PRSI  for  many  workers  because  of  the  operation  of  a  contract  system  for  a 
large  proportion  of  the  Goodman  force  constituted  a  serious  attack  on  the  independence 
and  integrity  of  the  Revenue  Commissioners. 

Because  of  such  challenge  to  the  independence,  integrity  and  capacity  of  the  Revenue 
Commissioners  the  Tribunal  was  obliged  to  and  did  carry  out  an  independent  and  careful 
inquiry  into  the  circumstances  of  the  settlement  reached  between  Goodman  International 
and  the  Revenue  Commissioners  and  confirmed  by  the  Examiner,  appointed  by  the  High 
Court  on  the  29th  day  of  August  1990,  of  Goodman  International  and  its  related  compan- 
ies on  the  14th  February  1991  to  which  these  statements  and  allegations  relate. 
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The  Tribunal  does  not  consider  it  necessary  to  set  out  in  this  Report  the  nature  and  extent 
of  such  inquiries  other  than  to  state  that  they  were  detailed  and  exhaustive  involving  many 
consultations  by  Solicitor  and  Counsel  to  the  Tribunal,  searches  of  Companies'  records, 
correspondence  with  auditors  and  examination  of  accounts  and  other  relevant  matters. 

The  Tribunal  is  satisfied  that  it  had  as  a  result  of  such  inquiries  all  information  necessary 
to  deal  with  this  question,  which  is  and  was  of  such  public  importance  involving  as  it  did 
the  independence  and  integrity  of  the  Revenue  Commissioners. 

Before  dealing  with  the  circumstances  in  which  the  settlement  was  reached,  it  is  desirable 
to  set  forth  in  detail  the  particulars  of  the  settlement  reached  and  which  are  contained  in 
the  letter  dated  the  14th  February  1991  which  is  reproduced  hereunder: — 

'  GOODMAN  INTERNATIONAL  14th  February  1991 

Mr  P  Donnelly 

Office  of  the  Revenue  Commissioners 
Setanta  Centre 
Nassau  Street 
Dublin  2 

Dear  Sir, 

The  following  sets  out  the  terms  of  the  agreement  reached  between  the  company  and 
the  Revenue  Commissioner:- 

1.  The  following  payments  will  be  made  to  the  Revenue  Commissioners.  £2  million 
will  be  paid  within  7  days  of  the  signing  of  the  Support  Agreement  between  the 
33  Banks  and  the  company.  £1.9  million  will  be  paid  on  the  first  anniversary  of  the 
first  payment  or  £1  million  will  be  paid  on  the  first  anniversary  of  the  first  payment 
and  a  further  £1  million  can  be  paid  on  the  second  anniversary  of  the  first  payment. 

2.  In  the  context  of  the  Companies  (Amendment)  Act,  1990,  the  payments  are  in  full 
and  final  satisfaction  of:- 

(a)  all  liability  to  corporation  tax  in  respect  of  the  fifty  six  companies  set  out  in 
Appendix  A  attached  to  this  letter  for  all  accounting  periods  ending  on  or 
before  31st  December,  1989;  and 

(b)  all  liability  to  corporation  tax  in  respect  of  the  two  companies  set  out  in 
Appendix  B  for  all  accounting  periods  ending  on  or  before  31st  December, 
1988;  and 

(c)  all  liability  to  PA  YE  and  PRSI  of  the  fifty  eight  companies  up  to  30th  Sep- 
tember, 1990  save  for  PA  YE  and  PRSI  arising  on  current  returns  which  may 
not  yet  be  filed  with  the  Revenue. 

3.  It  is  projected  that  tax  adjusted  losses  will  arise  in  the  accounting  period  31st 
December,  1990  in  respect  of  the  companies  in  Appendix  B. 

The  two  companies  in  Appendix  B  (AIBP  and  AIBP  International)  shall  claim 
relief  under  Section  16(2)  CTA  1976  against  profits  arising  in  the  accounting  period 
ended  31st  December,  1989. 
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On  the  understanding  that  the  profits  arising  in  these  two  companies  will  be  fully 
relieved  by  the  aforesaid  losses,  the  Revenue  undertakes  to  await  the  precise  out- 
come of  the  periods  ended  31st  December,  1990  (but  not  later  than  the  30th  Sep- 
tember, 1991)  before  pursuing  any  possible  corporation  tax  liability  which  may 
arise  in  respect  of  the  accounting  period  to  31st  December,  1989. 

The  companies  shall  submit  final  audited  financial  statements,  tax-computations 
and  outstanding  returns  for  the  accounting  period  ended  31st  December,  1989  as 
soon  as  is  practicable. 

4.  Notwithstanding  paragraph  3,  AIBP  International  will  be  entitled  to  claim  exports 
sales  relief  for  the  accounting  period  to  31st  December,  1989  as  the  facts  permit. 
However,  this  is  agreed  only  on  the  basis  that  the  reserves  for  that  period  will  be 
applied  to  satisfy  the  Section  84  CTA  1976  requirements  of  the  interest  paid  in 
that  year  on  the  section  84  loans  and  are  not  otherwise  available,  and  a  correspond- 
ing amount  of  the  loss  in  1990  will  not  be  available  to  be  used  in  any  other  manner. 
On  this  basis  and  notwithstanding  the  Section  16(2)  claim  referred  to  at  paragraph 
3  above,  it  is  agreed  that  a  Nil  tax  credit  will  apply  to  the  interest  paid  in  the  year 
to  31st  December  1989  on  the  Section  84  loans. 

5.  This  agreement  is  conditional  on  none  of  the  fifty  eight  companies  claiming  relief 
under  Section  18,  Corporation  Tax  Act,  1976  ("CTA  1976")  in  respect  of  the  years 
31st  December,  1986,  31st  December  1987  and  31st  December  1988. 

6.  The  Revenue  will  withdraw  their  appeal  against  the  decision  of  the  Circuit  Court 
Judge  given  in  the  case  of  Anglo  Irish  Meats  Limited  in  respect  of  the  accounting 
periods  ending  31st  December  1977,  31st  December  1978,  31st  December,  1979, 
31st  December  1980  and  31st  December  1981. 

7.  The  company  waives  the  right  to  costs  awarded  to  it  by  the  Circuit  Court  Judge  in 
the  case  of  Anglo  Irish  Meats  Limited. 

8.  The  Revenue  will  not  cfispute  the  commencement  date  for  export  sales  relief  for 
AIBP  Cahir  Exports  (formerly  Cahir  Meats  Limited)  and  will  amend  the  assess- 
ments under  appeal  in  accordance  with  the  computations  submitted. 

9.  As  at  31st  December  1989  the  export  sales  relieved  reserves  available  for  distribu- 
tion with  100%  export  sales  relief  applying  in  the  following  companies  is  as  set  out 
in  this  paragraph: — 


10.  All  corporation  tax  outstanding  for  all  accounting  periods  ending  on  or  before  31st 
December,  1988  for  the  fifty  eight  companies  detailed  in  the  schedules  shall  be 
discharged. 

11.  The  existing  position  in  relation  to  Section  84  interest  is  not  to  be  regarded  as 
affected  by  this  agreement. 


IR£ 


Silvercrest  Foods  Exports  Ltd. 

Munster  Proteins  Exports  Ltd. 

AIBP  Carlow  Exports 

AIBP  Nenagh  Exports  Ltd. 

Anglo  Irish  Beef  Processors  International  Ltd. 

AIBP  Cahir  Exports  Ltd. 


2,789,623 

3,524,086 

2,563,608 

5,807,352 

50,798,862 

1,497,677 
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12.  With  effect  from  1st  November,  1990  all  emoluments  to  employees  will  be  paid 
under  deduction  of  PA  YE  and  PRSI  and  all  deductions  will  be  properly  accounted 
for  to  the  Revenue. 

13.  With  effect  from  1st  November  1990  no  further  dividends  from  export  sales 
relieved  reserves  shall  be  paid  to  the  following  companies: — 

Cottesmore  Limited 
Armcliffe  Limited 
Panache  Limited 
Wistaston  Limited 
Fleggburg  Limited 
RedRobin  Limited 
Castlerigg  Limited 
Nailsworth  Limited 

14.  The  Revenue  will  not  seek  to  assess  employees  of  the  fifty  eight  companies  in 
respect  of  emoluments  paid  to  them  without  deduction  of  PA  YE  and  PRSI  prior 
to  30th  September  1990. 

15.  All  Group  relief  that  is  available  for  claim  or  surrender,  for  the  accounting  periods 
ended  31st  December,  1986,  to  31st  December,  1989,  in  the  fifty  eight  companies, 
is  deemed  to  have  been  allowed,  in  arriving  at  the  corporation  tax  liabilities  on 
which  this  agreement  is  based. 

I  would  be  obliged  if  you  would  confirm  that  this  letter  reflects  the  agreement 
reached  with  the  Revenue  Commissioners. 

Yours  faithfully 
LAURENCE  GOODMAN 
CHIEF  EXECUTIVE 

I  confirm  my  agreement  to  the  contents  of  this  letter. 

PETER  FITZPATRICK 
EXAMINER 

The  Revenue  Commissioners  confirm  their  agreement  to  the  contents  of  this  letter. 

Signed:  P.S.  O'Donghaile 
Inspector  of  Taxes" 

The  employee  companies  referred  to  in  the  aforesaid  agreement  were  incorporated  sub- 
sequent to  the  discovery  by  SKC  of  the  under-the-counter  payments  in  Cahir  in  the  year 
prior  to  the  1.1.1987  and  the  admission  to  SKC  of  the  payments  of  £1.927m  to  employees 
during  that  year  which  were  paid  free  of  tax. 

This  situation  was  discussed  between  SKC  and  the  Group's  Senior  Management  Commit- 
tee on  the  9th  April  1987,  when  it  was  agreed  that: 

(i)  All  further  such  payments  should  cease  pending  the  implementation  of  the 
employee  scheme  which  was  then  under  discussion  with  SKC  and 

(ii)  that  the  employees  would  repay  any  advances  they  had  received  on  foot  of  bogus 
haulage  payments  or  otherwise. 
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An  indemnity  in  regard  to  (ii)  was  obtained  from  Goodman  Holdings  in  regard  to  such 
repayment  before  the  Accounts  were  signed  and  released. 

The  employee  companies  were  sought  to  be  put  in  place  in  1987. 

As  appears  from  SKC's  submission  to  the  Tribunal  and  confirmed  by  the  evidence  of  Mr 
Mooney  of  S.K.C  the  following  arrangements  were  to  be  put  in  place:— 

"1.  Independent  companies  were  to  be  set  up  at  each  location  and  the  operatives  at 
that  location  were  to  be  shareholders,  holding  preference  shares.  The  ordinary 
shares  in  the  company  at  each  location  were  to  be  held  by  the  local  plant  manager 
and  plant  accountant. 

2.  Employees  at  each  location  were  to  cease  employment  by  Anglo  Irish  Beef  Pro- 
cessors and  were  to  be  employed  by  the  new  (employee)  company. 

3.  An  agreement  was  to  be  reached  between  the  employee  company  and  AIBP 
whereby  the  employee  company  would  exclusively  provide  labour  services  to  the 
plant.  This  labour  would  be  supplied  at  an  agreed  rate  and  payments  to  the 
employee  company  would  be  made  on  the  basis  of  invoices.  The  amount  on  the 
invoice  was  to  be  calculated  by  reference  to  the  number  of  production  workers  at 
the  agreed  rate.  The  employee  company  in  each  case  was  to  be  registered  for 
PAYE/PRSI  and  VAT;  and  wage  payments  were  to  be  made  by  these  companies 
to  the  employees  under  PAYE/PRSI  in  the  normal  way. 

4.  In  addition,  the  employee  companies  were  to  take  shares  in  a  subsidiary  of  Good- 
man International,  AIBP  Northern  Limited.  This  company  in  turn  had  shares  in 
AIBP  Carlow  Exports  Limited,  a  company  obtaining  benefit  from  export  sales 
relief.  Dividends  were  to  be  paid  out  of  AIBP  Carlow  Exports  to  AIBP  Northern. 
AIBP  Northern  was  to  declare  and  pay  dividends  to  the  various  employee  compan- 
ies. v 

The  employee  companies  were  to  use  the  export  sales  relief  dividends  to  make 
dividend  payments  to  preference  shareholders.  It  was  not  intended  that  these  divi- 
dend payments  would  replace  the  normal  wages. 

As  the  payments  of  dividends  were  to  be  based  on  productivity  as  a  participation 
in  the  success  of  the  Group,  advances  by  way  of  loan  were  made  to  employees 
weekly  at  the  same  time  as  their  wages  were  being  paid.  The  extent  of  this  advance 
was  to  be  calculated  by  reference  to  productivity  targets  reached. 

The  employee  companies  were  to  declare  dividends  to  preference  shareholders  on 
a  periodic  basis.  The  dividends  were  to  be  used  to  repay  the  advances. 

There  was  to  be  no  other  relationship  between  Anglo  Irish  Beef  Processors  (i.e.  the  trad- 
ing company)  and  the  employee  company  except  as  described  above.  It  was  intended, 
however,  that  the  local  accountant/plant  manager  would  administer  the  employee 
company." 
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In  pursuance  of  this  proposal,  SKC  supplied  the  following  stock  companies: 

^*^>**«%nM«r  T  nna^nn  Flat**  fkf  inp 


Company 

Fleggburg  Limited 
RedRobin  Ltd. 
Castlerigg  Ltd 
Panache  Ltd 
Cottesmore  Ltd 
Wistaston  Ltd 
Armcliffe  Ltd 
Nailsworth  Ltd 


Location 

AIBP  Dundalk 
AIBP  Dublin 
AIBP  Longford 
AIBP  Carlow 
AIBP  Cahir 
AIBP  Waterford 
Munster  Proteins 
AIBP  Nenagh 


Date  of  incorporation 

14th  August  1987 
03rd  June  1987 
28th  August  1987 
03rd  June  1987 
30th  April  1987 
04th  June  1987 
13th  August  1987 
29th  June  1987 


The  Revenue  Commissioners  had  during  their  ordinary  investigations  become  aware  of 
the  existence  of  such  companies  and  were  in  the  course  of  consideration  of  the  tax  implica- 
tions thereof. 

On  the  29th  day  of  August  1990  Mr  Peter  Fitzpatrick  was  by  Order  of  the  High  Court 
appointed  Examiner  pursuant  to  the  provisions  of  the  Companies  Amendment  Act  1990 
of  Goodman  International  and  25  of  its  related  companies. 


Between  the  31st  day  of  August  1990  and  the  4th  day  of  October  1990  he  was  by  further 
orders  of  the  High  Court  appointed  Examiner  of  35  other  related  companies. 

He  was  Examiner  to  the  said  Group  of  Companies  at  the  time  of  the  agreement  which 
was  the  subject  of  the  statements  made  by  Deputies  Spring  and  Bruton  and  by  Senator 
Raftery  and  which  was  formally  signed  on  the  14th  day  of  February  1991. 

The  terms  thereof  are  set-out  in  a  letter  dated  the  14th  day  of  February  1991  from  Good- 
man International  to  Mr  P  Donnelly  of  the  Office  of  the  Revenue  Commissioners  signed 
by  Laurence  Goodman  as  Chief  Executive  and  confirmed  by  Mr  Fitzpatrick  as  Examiner 
and  by  Mr  O'Dongaile  (Donnelly)  as  Senior  Inspector  of  Taxes. 


The  circumstances  with  regard  to  this  settlement  as  appears  from  the  evidence  were  that: 

(i)  the  provisions  of  the  Companies  Amendment  Act  1990  dealing  with  the  appoint- 
ment and  powers  of  the  Examiner  could  detrimentally  affect  the  pre-existing  rights 
of  the  Revenue  Commissioners. 

(ii)  Mr  O'Donghaile  was  nominated  by  his  superior  and  Mr  Moriarty  to  look  after 
the  Revenue's  interest  in  relation  to  the  examinership  of  the  Goodman  Group  of 
Companies. 

(iii)  The  Revenue  Authorities  were  concerned  lest  there  might  be  a  tax  liability  on 
some  of  the  Companies  comprised  in  the  Goodman  Group  arising  out  of  certain 
issues  which  were  the  subject  of  correspondence  between  the  Revenue  Commis- 
sioners and  the  tax  agents  of  the  companies  Stokes,  Kennedy  &  Crowley. 

(iv)  These  issues  related  to  the  questions  of  Corporation  Tax,  export  sales  relief  and 
potential  liability  in  relation  to  dividend  schemes. 
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(v)  On  the  25th  day  of  September  1990,  Mr  O'Donghaile  wrote  to  Mr  Fitzpatrick 
informing  him  of  the  position  and  informing  him  that  liabilities  were  likely  to  arise 
in  respect  of  the  following: — 

(i)  Corporation  Tax  on  various  companies  engaged  in  the  processing  and  sale 
(including  export)  of  meat  and  meat  products, 
(ii)  Payroll  taxes  on  employer  companies  within  the  group:  where  payments  made 
to  the  employees  had  not  been  fully  subjected  to  the  PA  YE  and  PRSI 
deductions." 

(vi)  As  a  result  of  this  letter  a  meeting  was  arranged  between  Mr  6'Donghaile  and 
Miss  Walsh  of  Coopers  and  Lybrand,  who  was  acting  on  behalf  of  the  Examiner 
and  held  on  the  4th  day  of  October  1990. 

Mr  O'Donghaile  advised  her: 

(i)  that  the  Revenue  Commissioners  were  at  that  stage  concerned  about  two 
aspects  of  the  potential  liability  of  the  Goodman  Group  of  companies  in 
respect  of  Corporation  Tax  viz.  that  effective  transfer  pricing  was  being  prac- 
tised by  the  Companies  and  that  the  exports  in  the  export  sales  relief  compan- 
ies were  not  totally  sourced  within  the  State,  and 

(ii)  that  they  (the  Revenue  Authorities)  had  become  aware  of  the  existence  of  a 
series  of  dividend  companies,  about  which  they  were  not  satisfied  and  pro- 
posed to  investigate  in  detail. 

(iii)  there  was  a  possibility  that  there  may  be  other  types  of  payments  made  by  the 
Company  upon  which  tax  had  not  been  remitted  to  the  Revenue  Authorities. 

By  virtue  of  the  terms  of  Section  66  of  the  Corporation  Act  1976,  dividends  paid  out  of 
profits  which  are  free  of  liability  for  Tax  because  of  Export  Sales  Relief  are  not  subject 
to  tax  when- paid  to  Irish  residents. 

Section  54  of  the  Finance  Act  1974  was  enacted  specifically  to  tax  dividends  paid  out  of 
export  sales  relieved  profits  to  persons  who  were  employees  as  well  as  shareholders  where 
the  Revenue  authorities  were  of  the  view  that  the  employees  independently  of  such  divi- 
dends were  not  receiving  adequate  remuneration  for  services  rendered. 

In  effect  the  Revenue  authorities  had  to  be  satisfied  that  independent  of  the  dividends 
paid  by  the  Company,  the  wages  of  the  employees  were  adequate  for  the  services  rendered 
and  that  the  payment  of  dividends  free  of  tax  was  not  by  way  of  compensation  for  such 
services. 

As  a  result  of  such  meeting,  the  examiner  became  aware  that  the  main  concerns  of  the 
Revenue  Commissioners  were  as  follows:- 

"(d)  Export  Sales  Relief  —  transfer  pricing  policies.  The  Inspector  (Mr  O'Donghaile) 
was  of  the  view  that  those  companies  within  the  group  which  availed  of  Export 
Sales  Relief  had  being  making  excessive  profits,  probably  as  a  result  of  transfer 
pricing  between  group  companies  which  have  the  effect  of  maximising  profits  in 
those  companies  which  were  not  liable  to  tax. 
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(b)  Export  Sales  Relief  —  Trading  in  non-Irish  Meat. 

The  Inspector  of  Taxes  was  aware  of  the  claims  being  made  by  the  Department 
of  Industry  and  Commerce  in  relation  to  the  cancellation  of  the  groups  Export 
Credit  Insurance  Cover  that  the  group  had  allegedly  being  exporting  non-Irish 
Meat.  The  Inspector  was  of  the  view  that,  if  these  allegations  were  proven  to  be 
correct,  then  there  could  possibly  be  an  impact  on  the  level  of  Exports  Sales 
Relief  claimed  by  the  group  companies. 

(c)  Payroll  Taxes.  The  Inspector  of  Taxes  referred  to  seven  companies  in  which 
ordinary  employees  of  the  group  were  preference  shareholders  and  who  received 
approximately  one  third  of  their  normal  remuneration  by  way  of  dividends  rather 
than  by  direct  payments  which  would  have  been  subject  to  PAYE/PRSI  deduc- 
tions. 

These  companies  were  as  follows: — 

Cottesmore  Limited. 
Fleggburg  Limited. 
Panache  Limited. 
RedRobin  Limited. 
Castlerigg  Limited. 
Armcliffe  Limited. 
Wistaston  Limited. 

The  concern  of  the  Inspector  of  Taxes  was  that  the  dividends  payments  were  in 
effect  disguised  remuneration  which  ought  to  have  been  subject  to  taxation  at 
source.  The  Inspector  was  also  concerned  that  he  thought  payments  from  con- 
tractors had  been  made  by  the  group  without  deduction  of  PA  YE. 

(d)  Payments  to  higher  paid  employees.  The  Inspector  indicated  that  he  had  concerns 
in  relation  to  Directors  and  higher  paid  employees  returns  for  tax  purposes  in 
that  there  appeared  to  be  a  understatement  of  remuneration." 

JChe. Examiner's  concern  at  that  point  in  time  was  directed  to  the  preparation  of  the  first 
Examiner's  report  which  was  required  by  Sections  15  and  16  of  the  Companies  Amend- 
ment Act  1990. 

He  stated  in  evidence  that  in  order  to  report  effectively  and  accurately  he  was  required 
4o~ ascertain  the  full  indebtedness  of  the  Goodman  Group  of  Companies,  including  tax 
irabflttjrand TSnsid'ered'it  desirable  that  the  tax  agents  of  the  Group,  SKC  should  deal 

with  the  negotiations  with  the  Revenue  Commissioners  and  this  was  agreed  by  them. 

Thereafter  the  negotiations  with  the  Revenue  Commissioners  were  conducted  by  SKC 
though  a  representative  attended  such  negotiations  on  behalf  of  the  Examiner. 

Evidence  was  adduced  before  the  Tribunal  dealing  with  meetings  on  the  22nd  day  of 
'OctDfter T990,  the  25th  day  of  October  1990,  the  26th  day  of  October  1990  and  on  the  5th 
day  of  November  1990  and  the  issues  dealt  with  during  the  course  of  such  meetings  and  the 
conflicting  views  thereon  expressed  during  the  course  of  such  meetings  and  negotiations. 
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The  issues  which  were  dealt  with  during  the  course  of  such  negotiations  were  those  previ- 
ously referred  to  viz.  Corporation  Tax,  tax  on  the  remuneration  of  the  Executives  of  the 
Group  of  Companies  and  the  liability  for  tax  on  dividends  by  the  employee  Companies. 

The  issue  with  regard  to  Corporation  Tax  and  the  liability  therefor  was  based  on  the  view 
that  the  Companies  within  the  Group  which  availed  of  Export  Sales  Relief  had  been 
making  excessive  profits  as  a  result  of  transfer  pricing  between  group  companies  which 
had  the  effect  of  maximising  profits  in  those  companies  which  were  not  liable  to  tax. 

This  view  was  strenuously  opposed  by  the  Companies  and  to  establish  same  would  have 
involved  the  Revenue  Authorities  in  lengthy  investigation  and  inevitably  litigation. 

The  Revenue  Authorities  also  considered  that  if  non-Irish  beef  had  been  exported  by  the 
Companies  and  Export  Sales  Relief  had  been  claimed  thereon,  there  could  be  a  possible 
impact  on  the  level  of  the  relief  claimed  by  the  company. 

On  the  question  of  Executive  Remuneration  it  was  disclosed  that  £3.8m  had  been  paid  to 
Executives  without  deduction  of  tax  in  the  period  1986  to  1989,  allegedly  by  way  of  loans 
pending  the  intended  introduction  of  a  scheme  which  would,  it  was  anticipated,  free  such 
payments  from  liability  for  tax. 

The  efficacy  of  the  operations  of  the  employee  companies  as  a  tax  avoidance  scheme  was 
challenged  by  the  Revenue  Commissioners  and  strenuously  supported  by  the  tax  agents 
of  Goodman  International. 

In  respect  of  liability  for  corporation  tax,  Mr  O'Donghaile  suggested  a  figure  of  £5.6m 
though  he  admitted  that  the  liability  was  arguable,  £1.75m  in  respect  of  executives  remu- 
neration and  £.95m  in  respect  of  the  employee  companies,  making  a  total  of  £8.30m. 

All  these  figures  and  liability  m  respect  thereof  were  challenged  by  the  Company's  repres- 
entative and  it  was  apparent  that  if  compromise  were  not  reached  that  a  long  and  tedious 
investigation  and  appeals  procedure  would  have  to  be  undertaken. 

It  was  in  the  interests  of  both  parties  that  a  settlement  be  reached:  the  Company  because 
the  early  determination  of  the  tax  liabilities  of  the  Companies  under  examination  by  the 
High  Court  was  essential  to  the  Examiner's  report:  the  Revenue  Authorities  because  of 
the  doubt  with  regard  to  the  legal  basis  for  their  claims  and  the  uncertainty  with  regard 
to  the  solvency  of  the  Company,  the  effect  of  the  Examiner's  Report  and  their  desire  to 
be  dealt  with  other  than  under  any  scheme  or  arrangement  put  forward  by  the  Examiner 
and  approved  by  the  High  Court. 

After  further  negotiation  the  settlement  outlined  in  the  letter  of  the  14th  day  of  February 
1991  was  reached. 

The  significance  of  the  terms  of  Paragraph  9  of  the  said  letter  dated  the  14th  day  of 
February  1991  is  that  the  reserves  of  export  sales  relieved  profits  available  for  distribution 
free  of  tax  by  companies  named  therein  was  reduced  by  £20m  as  a  result  of  the  insistence 
by  Mr  O'Donghaile  that  the  basis  on  which  sales  relieved  profits  were  calculated  resulted 
in  excessive  reserves  being  available  for  distribution. 
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The  settlement  did  not  purport  to  deal  with  under  the  counter  payments  or  the  activities 
of  any  companies  which  had  not  been  disclosed  to  the  Revenue  Commissioners  at  that 
point  of  time. 

The  under  the  counter  payments  made  to  employees  prior  to  the  establishment  of  the  said 
companies  were  not  disclosed  to  the  Revenue  Commissioners,  the  amounts  paid  to  the 
employee  companies  were  understated  by  the  sum  of  £1.2m  as  disclosed  in  the  Chapter  on 
Tax  Evasion  and  the  existence  of  Spitfire  Ltd  as  an  employee  company  was  not  disclosed. 

The  question  of  Section  84  finance  was  discussed  but  not  dealt  with  in  the  settlement 
because  it  did  not  affect  the  tax  liability  of  the  Companies. 

Mr  Peter  Fitzpatrick  who  as  the  Examiner  appointed  by  the  High  Court  and  who  had 
performed  a  clearly  independent  function  in  these  negotiations  stated: 

"(i)  That  the  settlement  confirmed  by  him  was  an  attractive  settlement  from  the  point 
of  view  of  the  Revenue  Commissioners. 

(ii)  That  there  was  considerable  argument  on  both  sides  with  regard  to  the  Corpora- 
tion tax  issue  and  the  PA  YE  issue  and  the  position  was  by  no  means  clear. 

(iii)  That  the  determination  of  the  issues  in  dispute  could  have  led  to  lengthy  litigation 
in  the  Courts. 

(iv)  That  having  regard  to  the  time  limits  set  forth  in  the  Companies  Amendment  Act 
1990  it  was  in  the  interests  of  both  parties  to  effect  a  settlement. 

(v)  That  the  settlement  was  not  in  respect  of  all  outstanding  liabilities  and  penalties 
did  not  include  any  matters  which  were  not  within  the  knowledge  of  the  Revenue 
Commissioners." 

The  Tribunal  agrees  unreservedly  with  this  view  which  is  consistent  with  all  the  evidence 
heard  by  the  Tribunal  and  is  satisfied  that  in  agreeing  to  the  settlement  the  Revenue 
Commissioners  did  not  make  a  wrong  judgment,  that  there  was  a  real  issue  as  to  the 
extent  of  the  Goodman  Group's  liability  in  respect  of  income  tax  and  Corporation  Profits 
tax  and  that  the  settlement  reached  was  a  fair  and  reasonable  one  having  regard  to  the 
circumstances  disclosed  by  the  Company  and  its  Auditors  to  the  Revenue  Commissioners. 

The  settlement  did  not  cover  or  relate  to  any  liabilities  in  respect  of  payments  which  had 
not  beeiTdisclosed  to  the  Revenue  Commissioners  and  as  appears  from  the  Report  of 
the  Tribunal  dealing  with  tax  evasion,  Goodman  International  and  associated  companies 
remained  liable  for  Income  Tax  and  Pay  Related  Social  Insurance  in  respect  of  such 
payments. 

the  course  of  the  negotiations  which  led  to  the  Agreement  dated  the  14th  February, 
.1991,  there  was  no  admission  made  by  or  on  behalf  of  Goodman  International  of  tax 
vision  arid  the  Revenue  Commissioners  representatives,  who  were  not  aware  of  the  tax 
evasion  practised  in  the  Goodman  organisation,  believed  that  they  were  dealing  with  the 
efficiency  of  the  Tax  Avoidance  Scheme  which  had  been  put  in  place  in  1987,  when  agree- 
ing to  the  Settlement. 
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Consequently,  while  there  was  large  scale  tax  evasion  being  practised  in  the  Goodman 
organisation  over  many  years,  as  alleged  by  Deputy  Spring,  there  was  not  any  agreement 
by  the  Revenue  Commissioners  "not  to  take  proceedings  against  Mr  Goodman  or  his 
company  in  respect  of  large  scale  tax  evasion  practices  going  back  over  many  years". 

The  Revenue  Commissioners  were  not  aware  of  such  tax  evasion  practices  at  the  time 
and  did  not  become  so  aware  until  informed  by  the  Tribunal. 
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On  the  25th  day  of  October  1990  in  the  course  of  a  debate  in  Dail  Eireann  on  a  statement 
made  by  the  Minister  for  Agriculture  and  Food,  Deputy  Rabbitte  made  a  speech,  in  which 
he  referred  to  many  matters  which  were  the  subject  of  inquiries  by  the  Tribunal.  For  this 
reason,  it  is  desirable  that  a  substantial  portion  thereof  be  reproduced  in  this  Report 
because  it  places  in  context  many  of  the  allegations  made  and  required  to  be  dealt  with 
by  the  Tribunal. 

In  the  course  of  his  speech,  he  stated  that: — 

"The  cattle  and  beef  sector  accounts  for  36  per  cent  of  gross  agricultural  output  and 
contributes  almost  10  per  cent  to  GDP.  When  export  refunds  are  included,  export 
earnings  amount  to  7  per  cent  of  total  exports.  Some  progress  has  been  made  towards 
increasing  value-added  exports  in  recent  years  in  so  much  as  the  export  of  cattle  on 
the  hoof  has  been  reduced  from  46  per  cent  of  the  total  destined  for  export  in  1969 
to  just  over  10  per  cent  in  1989.  The  scale  of  the  beef  industry  is  therefore  very 
significant  sustaining  almost  100,000  farmers  in  the  production  of  cattle  and 
employing  an  estimated  5,000  workers  in  meat  processing. 

Unfortunately  the  grand  scale  £260  million  development  plan  for  the  industry  pro- 
moted by  the  Government  in  1987-88  has  served  only  to  undermine  the  confidence 
-of -companies  outside  of  the  Goodman  Group  and  to  facilitate  the  threatened  demise 
of  the  Goodman  Group  itself.  I  explained  to  the  Dail  on  28  August  1990,  inter  alia, 
how  Mr  Goodman  grossly  abused  the  unprecedentedly  generous  package  of  section 
84  loans  to  sow  the  seeds  of  his  own  disaster.  I  have  often  been  misquoted  since  then 
on  this  point,  but  the  record  shows  I  made  the  following  statement: — 

I  am  now  stating  in  this  House  that  I  have  information  which  suggests  that  Mr 
Goodman  proceeded  to  draw  down  much  of  the  £170  million  package  of  section 
84 loans...  that  those  exceptional  credit  lines  were  manifestly  not  used  for  the  pur- 
pose for  which  they  were  approved;  rather  that  Mr  Goodman  used  these  facilities 
to  fund  imprudent  and  speculative  ventures  outside  the  State  that  had  nothing  to 
do  with  the  beef  industry  and  that  in  that  process  the  Exchequer  was  effectively 
defrauded  of  substantial  revenue. 
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I  have  other  questions  for  the  Minister  for  Agriculture  and  Food  and  I  am  sorry  he 
has  left  the  House.  I  have  received  authoritative  information  that  a  major  competitor 
of  the  Goodman  Group,  having  secured  substantial  markets  in  Iraq  in  1987,  was 
extended  the  protection  and  benefit  of  the  newly-restored  export  credit  insurance 
scheme.  That  competitor  I  name  as  Hal-Al  which  has  about  17  per  cent  of  the  beef 
kill  as  compared  to  Goodman's  35  per  cent. 

When  Mr  Larry  Goodman  quickly  learned  of  Hal-Al  becoming  a  beneficiary  under 
the  ECIS  he  immediately  intervened  with  the  Taoiseach,  who  caused  the  then  Minis- 
ter for  Industry  and  Commerce,  Mr  Albert  Reynolds,  to  cancel  the  protection  for 
Hal-Al.  Next  day  an  official  in  Minister  Reynolds'  office  —  Mr  Michael  Kelly  — 
telephoned  Hal-Al  to  convey  the  bad  news.  Unfortunately,  he  said,  the  earlier 
decision  had  been  an  error  and  the  facility  had  been  entirely  used  up. 

Mr  Goodman  has  always  ruthlessly  dealt  with  competitors  who  stood  in  the  way  of 
his  ambitions  to  get  a  stranglehold  on  the  market.  In  this  case  he  used  his  close 
political  contacts  with  the  Taoiseach,  Charles  Haughey,  TD,  and  the  then  Minister 
for  Industry  and  Commerce,  Albert  Reynolds,  TD,  to  strike  a  telling  blow  against 
Hal-Al.  The  effect  of  the  decision  was  that  the  future  of  the  Hal-Al  plants  hung  in 
the  balance  for  some  time  as  the  main  shareholder  calculated  whether  he  could,  or 
should,  continue  to  do  business  in  a  country  where  politics  and  business  worked  hand 
in  glove  to  distort  the  market. 

When  I  posed  such  a  set  of  circumstances  to  the  Taoiseach  at  Question  Time  yester- 
day, he  seemed  to  deny  any  such  intervention.  In  the  public  interest  I  should  like  him 
to  clarify  his  role  without  delay.  Is  he  saying  that  the  Goodman  intervention  took 
place  at  the  level  of  the  Minister  for  Industry  and  Commerce  or  the  then  Minister 
for  Finance,  or  did  the  Minister  for  Industry  and  Commerce  take  the  decision  to 
withdraw  cover  from  Hal-Al  on  his  own  initiative?  My  authoritative  information  sug- 
gests that  the  intervention  took  place  at  the  level  of  the  Taoiseach. 

I  have  received  separate  reliable  information  which  directly  implicates  the  Taoiseach 
in  a  separate  matter  involving  Mr  Goodman  exerting  political  muscle.  In  the  prepara- 
tion of  the  original  1988  Estimates  it  was  decided,  either  in  Cabinet  or  by  a  group  of 
Ministers,  to  accede  to  a  request  from  CBF  —  the  Meat  Marketing  Board  —  to 
increase  their  financial  assistance  so  that  they  could  work  at  securing  new  markets 
for  Irish  meat  products.  That  substantial  increase  sought  by  CBF  was  agreed.  When 
the  Goodman  organisation  heard  of  the  decision,  Mr  Goodman  again  intervened  with 
Mr  Haughey,  who  instructed  the  Minister  for  Agriculture,  Mr  O'Kennedy,  who  I  am 
sorry  has  left  the  House,  not  only  to  reverse  the  decision  but  to  reduce  dramatically 
the  CBF  allocation.  The  record  shows  that  CBF  were  allocated  £965,000  in  1987  and 
only  £515,000  in  1988,  a  dramatic  reduction  of  47  per  cent.  Once  again  Mr  Goodman's 
political  connections  had  been  used  to  shut  out  the  prospects  of  expanding  compet- 
itors and  had  ensured  that  he  maintained  his  pre-eminent  position  in  the  industry. 

We  are  not  yet  in  a  position  to  evaluate  the  damage  done  to  agriculture,  to  our 
reputation  as  a  trading  nation,  to  our  standing  in  the  international  financial  commun- 
ity and  to  our  economy.  But  it  is  clear  that  one  man's  greed  and  self-aggrandisement 
allied  to  the  blinkered  and,  apparently,  inexplicable  blanket  approval  of  the  Govern- 
ment of  the  day  has  brought  one  of  our  major  industries  to  the  brink  of  destruction. 
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It  is  clear  that  powerful  men  who  aspire  to  embodying  the  spirit  of  the  nation  have 
combined  to  use  power  as  if  the  livelihood  of  others  were  mere  playthings  and  with 
little  regard  to  the  damage  likely  to  be  inflicted  on  our  international  reputation.  While 
this  oligarchical  structure  was  being  put  in  place,  those  outside  the  Goodman  Group 
had  few  friends. 

When  Hal-Al  eventually  persuaded  the  then  officers  of  the  IFA  to  bring  the  facts 
and  figures  to  Minister  Reynolds,  they  had  scarcely  time  to  get  back  to  the  Irish  Farm 
Centre  before  Mr  Goodman  paid  them  an  unscheduled  visit.  I  cannot  say  whether  he 
parked  his  helicopter  nearby  in  Baldonnel  on  that  particular  day,  but  I  do  know 
that  Mr  Tom  Clinton,  then  IFA  President,  and  his  colleagues,  quickly  withdrew  their 
espousal  of  the  Hal-Al  cause  when  Mr  Goodman  threatened  to  refuse  to  collect  the 
IFA  levy  for  the  farm  bosses. 

It  is  all  so  reminiscent  of  a  similar  visitation  by  Mr  Goodman  to  Liberty  Hall  when 
Mr  Goodman  was  on  the  acquisition  trail  and  cutting  a  swathe  through  traditional 
union  conditions.  As  he  sacked  workers  right,  left  and  centre  and  rehired  some  of 
them  as  sub-contractors,  some  trade  union  bosses  felt  similarly  constrained  in  their 
response  by  financial  considerations,  since  the  cost  of  the  superstructure  at  Liberty 
Hall  makes  costs  at  Bluebell  look  like  a  local  regional  office. 

The  other  source  of  protest,  the  largest  opposition  party,  was  also  uncommonly  acqui- 
escent. Not  all  of  this  was  due  to  the  Tallaght  Strategy.  Although  Goodman  was  the 
dominant  beneficiary  of  ECIS,  Hibernian  Meats  also  benefited  —  quite  properly,  as 
far  as  I  know  —  and  blood  being  thicker  than  water,  Fine  Gael  did  not  complain  too 
loudly.  Another  consideration  in  the  minds  of  party  managers  in  Fine  Gael  was  that 
they  had  also  become  entangled  in  the  Goodman  financial  web.  Mr  Goodman  had 
an  ecumenical  approach  to  the  purchase  of  influence  and,  after  Fine  Gael  used  the 
structure  of  the  IFA  President,  Tom  Clinton,  as  a  go-between  to  mend  bridges 
between  Goodman  and  Fine  Gael,  party  coffers  received  an  immediate  injection  of 
£60,000  in  1988. 

All  of  this  confirms  me  in  my  view  that  it  is  imperative  that  there  be  a  public  inquiry 
held  into  the  entire  ramifications  of  the  Goodman  organisation  so  that  our  interna- 
tional reputation  and  Irish  agriculture  in  general  can  recover  from  the  damage 
suffered." 

lEhis  speech  contained  and  referred  to  many  serious  allegations  against  Mr  Larry  Good- 
uranTthe  then  Taoiseach  Charles  J.  Haughey,  the  then  Minister  for  Industry  and  Com- 
merce, and  now  Taoiseach  Albert  Reynolds,  the  Minister  for  Agriculture  and  Food 
Michael  O'Kennedy,  the  then  President  of  the  Irish  Farmers'  Association  Mr  Tom  Clinton 
and  the  Fine  Gael  Party. 

Ih&se  allegations  can  be  summarised  as  follows: — 

(i)  Deputy  Rabbitte  had  information  that  suggested  that  Mr  Goodman  proceeded  to 
draw  down  much  of  the  £170m  package  of  Section  84  loans:  that  those  lines  of 
credit  were  not  used  for  the  purpose  for  which  they  were  approved  and  that  the 
Exchequer  was  effectively  defrauded  of  substantial  revenue. 
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(ii)  When  Hal-Al,  a  major  competitor  of  the  Goodman  Group,  was  extended  the 
benefit  of  the  protection  of  Export  Credit  Insurance  in  respect  of  substantial  mar- 
kets in  Iraq  in  1987,  Deputy  Rabbitte  had  "authoritative  information*'  to  suggest 
that  Mr  Larry  Goodman  used  his  close  political  contacts  with  the  then  Taoiseach 
and  the  then  Minister  for  Industry  and  Commerce  to  strike  a  telling  blow  against 
Hal-Al  by  having  the  grant  of  Export  Credit  Insurance  withdrawn  and  to  do  this 
he  (Larry  Goodman)  immediately  intervened  with  the  then  Taoiseach  who  caused 
the  then  Minister  for  Industry  and  Commerce  to  cancel  the  Export  Credit 
Insurance. 

(iii)  When  the  Goodman  organisation  learned  of  a  decision  made  either  in  Cabinet  or 
by  a  group  of  Ministers  in  the  course  of  preparing  the  Estimates  for  1988  to  accede 
to  a  request  from  CBF  —  the  meat  marketing  board  —  to  increase  their  financial 
assistance  to  secure  new  markets  for  Irish  meat  products,  Mr  Goodman  inter- 
vened with  Mr  Haughey  who  instructed  the  Minister  for  Agriculture  not  only  to 
reverse  the  decision  to  increase  the  CBF  allocation  but  to  reduce  same. 

(iv)  When  the  I.F.A.  espoused  the  cause  of  Hal-Al  by  making  representations  on  its 
behalf,  Mr  Goodman  threatened  to  refuse  to  collect  the  I.F.A.  levy  for  the  farm 
bosses  and  they  quickly  withdrew  their  support. 

(v)  Mr  Goodman  had  an  ecumenical  approach  to  the  purchase  of  influence  and  the 
Fine  Gael  party  coffers  received  an  immediate  injection  of  £60,000  in  1988. 

These  allegations  are  of  the  most  serious  nature,  involving  as  they  do  allegations  of  fraud, 
corruption,  the  exercise  of  improper  influence  and  bribery.  Each  of  them  necessitated 
careful  and  thorough  examination  and  investigation  by  the  Tribunal  because  they  were 
properly  regarded  by  both  Houses  of  the  Oireachtas  as  of  urgent  public  importance. 

These  allegations  are  dealt  with  in  different  chapters  of  the  Report,  but  the  allegations  of 
interfering"  with  the  work  of  CBF  by  reduction  of  its  grant  at  the  instigation  of  Mr  Good- 
man is  of  particular  importance  with  regard  to  the  role  of  the  CBF  in  the  beef  industry. 

In  order  to  understand  the  nature  and  effect  of  the  allegation  involving  the  CBF,  it  is 
necessary  to  outline  briefly  its  role  in  the  beef  industry  and  in  view  of  the  many  issues 
involving  the  sale  and  export  of  beef  to  Iraq  and  other  Third  Countries  with  which  the 
Tribunal  had  to  deal,  the  Tribunal  sought  and  obtained  a  submission  from  CBF,  which  is 
set  forth  hereunder:— 

"1.  INTRODUCTION 

1.1  CBF  was  established  by  Government  for  the  development  of  markets  for  live- 
stock, meat  and  meat  products  in  partnership  with  Irish  industry. 

1.2  Its  primary  role  in  International  Markets  is  to  promote  Ireland  and  the  Irish  meat 
industry  as  a  major  source  of  quality  product,  raised  in  a  grass-based  environment, 
supplied  by  a  modern  processing  industry. 

1.3  During  the  period  1984/87  CBF  activities  included; 
—Developing  and  maintaining  contacts  with  buying  agencies 
—Fostering  Irish  trade  co-ordination 
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—Providing  market  information  to  exporters  and  industry  generally 

— Participating  at  important  trade  fairs 

— Participating  in  Government  visits/officials  talks. 

1.4  The  Middle  East  was  the  major  growth  region  for  beef  in  the  80s  —  the  direct 
result  of  improving  prosperity  due  to  higher  oil  revenues.  Between  1980  and 
1985/86  total  imports  into  the  three  most  important  markets  in  the  region  —  Iran, 
Iraq  and  Egypt  —  grew  by  more  than  200,000  tonnes.*' 

"1.5  The  main  features  of  these  three  markets  were: 

Central  Buying  Agencies 
Large  Volume  Contracts 
Price  sensitive 
General  high  risk  due  to 

•instability  in  the  region 

•oil  dependent  economies. 

1.6  Compared  with  Europe  and  North  America  where  Irish  exporters  had  traded 
historically,  trading  conditions  in  the  Middle  East  contrasted  sharply.  For 
example,  in  Europe  and  the  United  States,  there  are  many  buyers  and  more 
broadly  based  stable  economies. 

1.7  The  main  CBF  market  development  work  for  the  region  was  carried  out  in  the 
first  half  of  the  1980s.  By  the  second  half  of  the  1980Ts  the  key  contacts  had  been 
fairly  well  established  and  CBF  activity  tended  to  be  confined  to  market  visits, 
trade  fairs  and  participation  in  the  Government-to-Government  talks. 

2.    DEVELOPMENT  OF  POLICY 

2.1  The  overall  CBF  objective  was  to  maximise  Irish  earnings  from  these  markets. 
How  this  was  to  be  achieved  in  practice  changed  over  time  and  from  market  to 

 -  market.  In  the  early  stages,  only  a  few  companies  decided  to  become  involved 

and  clearly,  they  were  the  effective  vehicles  for  opening  up  these  markets;  others 
appeared  to  take  the  view  that  it  was  essentially  a  short-term  business.  From 
relatively  small  beginnings,  business  expanded  considerably. 

„-2.2_CBF  policy  evolved  in  response  to  the  changing  market  situation  and  trading 
"conditions.  At  no  time  was  CBF  dealing  with  a  static  situation,  either  from  the 
point  of  view  of  the  Third  Country  Purchasers,  or  the  Irish  Exporters.  Consistent 
with  its  central  objective,  CBF  sought  to  consolidate  and  then  expand  these  mar- 
kets, where  possible.  We  felt  that  Irish  exporters  competing  individually,  could 
have  been  at  a  disadvantage  dealing  with  Central  Buying  Agencies  and  likely  to 
end  up  in  unnecessary  price  cutting  to  the  detriment  of  the  Irish  beef  producer. 
We  believed  that  a  "unified  selling  approach"  would  have  been  mutually  benefi- 
-tiSf-and,  furthermore,  could  have  facilitated  the  assimilation  of  smaller  exporters, 
who  otherwise  would  not  realistically  have  been  able  to  participate  in  this 
business. 
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2.3  From  the  early  to  mid  1980s  CBF  made  a  number  of  attempts  to  achieve  co- 
ordination and,  while  there  was  some  success  in  this  regard,  the  necessary  overall 
consensus  did  not  materialise.  The  efforts  to  introduce  an  appropriate  structure 
at  industry/national  level  took  different  forms  over  the  period,  namely:— 

Loose  Consortium/Co-Ordinating  Role 
CBF  Trading  Company 
Test  Marketing 

Formal  Industry  Consortium  service  by  CBF 

2.4  While  CBF  continued  to  promote  co-ordination  and  maximum  involvement  by 
the  Irish  meat  industry,  it  also  had  to  deal  with  commercial  opportunities  as  they 
arose  in  the  absence  of  an  agreed  industry-wide  approach  by  the  Irish  exporters. 
For  example,  in  1983  and  in  1984  CBF  co-ordinated  negotiations  between  two 
Irish  exporters  and  the  Iranian  Government  Trading  Corporation  resulting  in 
contracts  for  both  years. 

2.5  Because  of  the  size  of  the  contracts  and  the  small  number  of  Irish  suppliers 
involved  (the  1984  agreement  involved  only  AIBP  and  Purcells)  some  members 
of  the  Board  of  CBF  were  concerned  that  the  development  of  these  contracts 
should  be  more  widely  available  to  the  industry. 

2.6  In  the  following  year,  February  1985,  the  Board  of  CBF  came  to  consider  its 
position  in  relation  to  the  renewal  of  the  Iranian  contract  for  that  year.  Despite 
approaches  by  CBF  the  existing  suppliers  did  not  agree  to  participate  in  a  more 
broadly-based  approach  allowing  other  Irish  suppliers  to  be  involved  in  the  nego- 
tiations and,  in  the  circumstances,  CBF  felt  it  could  no  longer  participate  in  the 
negotiations  for  this  1985  contract.  An  extract  from  the  Board  Minutes  of  the 
February  1985  meeting  records  as  follows: 

"The  Chairman  reported  on  discussions  with  Anglo  Irish  and  Purcells  regard- 
ing the  new  Iranian  contract.  While  CBF's  obligation  to  service  the  whole 
industry  had  been  stressed,  the  existing  suppliers  had  not  agreed  to  particip- 
ate in  a  more  broadly  based  approach  to  the  negotiation  of  the  new  contract. 
Accordingly,  CBF  took  the  view  that  since  it  had  played  a  major  role  in  the 
development  of  this  business  by  the  current  suppliers,  it  was  not  necessary, 
in  the  circumstances,  to  provide  them  with  further  assistance  and  also  that, 
in  the  absence  of  a  more  broadly  based  approach,  it  could  not  adopt  what 
could  be  construed  as  a  selective,  or  partisan  position". 

2.7  CBF  went  through  considerable  change  during  1985.  The  then  Managing  Dir- 
ector, Dr  O 'Sullivan,  resigned  and  the  Market  Development  Director,  Mr  Paddy 
Moore,  became  Acting  Chief  Executive  in  September,  1985.  Later,  in  January, 
1986,  he  was  appointed  as  Chief  Executive  of  CBF.  He  adopted  as  one  of  his 
priorities,  a  review  of  policy  and  practice  in  relation  to  CBF's  services  to 
exporters.  This  review  was  undertaken  as  part  of  the  implementation  of  the  CBF 
5  Year  Plan  for  the  years  1986  to  1990. 

2.8  A  number  of  Statutory  Committees  were  set  up  including  a  sub-Committee  called 
the  Meat  Exports  Advisory  Committee,  which  was  set  up  in  January  1986  to 
assist  the  Board  in  the  formulation  of  its  export  marketing  policy.  The  Committee 
consisted  of  a  Chairman,  who  was  a  member  of  the  CBF  Board,  six  industry 
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members  and  the  CEO  of  CBF.  Three  of  the  industry  representatives  were  nom- 
inated by  the  Irish  Meat  Processors  Association  (IMPA),  and  the  other  three 
were  nominated  by  the  Irish  Meat  Industries  Association  (IMIA). 

The  IMPA  nominations  were  from  the  following  companies: 

Meadow  Meats 
Master  Meat  Packers 
UMP 

The  IMIA  nominations  were  from  the  following  companies: 

AIBP 
Tara  Meats 
IMIA  Executive 

2.9  The  Meat  Exports  Advisory  Committee  agreed  a  CBF  Policy  Document  entitled 
' 'Business  Development  Programme"  which  was  approved  by  the  Board  of  CBF 
on  28  May,  1986,  (A  copy  of  the  Business  Development  Programme  is  appended 
hereto).  Thereafter,  CBF  Policy  in  Third  Countries  was  carried  out  in  accordance 
with  this  Programme. 

3.  TRADE  SERVICES  TO  EXPORTERS 

3.1  CBF  policy  in  servicing  exporters  to  these  markets,  and  underpinning  the  policy 
document  referred  to  above,  was  that  all  potential  exporters  should  be  treated 
equally,  but  that  CBF  should  not  cut  across  existing  business. 

3.2  Given  the  competitive  nature  of  the  industry  and  the  degree  of  rivalry  between 
Irish  firms  however  it  can  be  appreciated  that  the  application  of  this  policy  on  a 
day-to-day  basis  was  never  an  easy  matter. 

3.3  The  essential  elements  of  CBF  trade  services  to  exporters  to  these  markets 
were:— 

— Circulating  tenders  to  companies  already  in  the  marketplace  and  to  companies 
showing  interest  in  entering  the  market 

— Providing  market  information  to  all  exporters  on  request,  including  names  of 
appropriate  contacts 

— Mounting  meat  exhibits  at  trade  fairs  and  offering  all  exporters  attending  the 
fairs  full  access  to  them. 

4.  HISTORY  OF  TRADE  CO-OPERATION  &  CBF  SERVICES 

4,1  CBF  was  first  involved  in  attempting  to  co-ordinate  contracts  for  both  Libya  and 
Egypt  in  1981/82. 

^ "Iff  February/March,  1983,  CBF  assisted  in  the  negotiation  of  the  first  contract 
— ^with  Iran,  This  was  for  15,000  tonnes  of  beef  and  was  secured  by  AIBP  when 
Dublin  Meat  Packers  withdrew. 

43  In  1984  CBF  were  again  involved  in  co-ordinating  contract  negotiations  with  Iran 
where  AIBP  and  Purcell  Meats  signed  substantial  contracts. 
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4.4  In  December  1984,  CBF  having  advised  all  interested  exporters  about  the  Iraqi 
tender  for  1985  invited  them  to  a  meeting  to  discuss  a  co-ordinated  industry 
approach.  The  following  companies  attended: 

AIBP 
IMP 

Purcell  Meats 
Horgan  Meats 
Kildare  Chilling 
Slaney. 

4.5  After  a  protracted  meeting  when  it  became  clear  that  it  would  not  be  possible,  due 
to  the  lack  of  appropriate  response  by  the  members  in  the  industry  to  organise  a 
joint  bid  approach,  CBF  reluctantly  had  to  advise  the  companies  to  make  their 
own  responses. 

4.6  In  January,  1985,  and  before  the  start  of  negotiations,  CBF  withdrew  from  the 
joint  selling  approach  to  Iran  because  the  existing  suppliers  (AIBP  and  Purcell 
Meats)  were  unwilling  to  allow  any  other  companies  to  become  involved  in  nego- 
tiations for  the  contract. 

4.7  In  May  1985,  CBF  was  part  of  the  Government/Trade  Delegation  to  Egypt  which 
resulted  in  the  signing  of  a  protocol  for  the  supply  of  30,000  tonnes  of  beef. 

The  following  companies  were  involved  in  the  contract: 

AIBP 

Purcell  Meats 
Horgan  Meats 
Agra  Trading 
Kildare  Chilling. 

CBF  requested  an  allocation  on  behalf  of  Irish  companies  not  present  at  the 
negotiations  and  was  ultimately  allocated  2,000  tonnes. 

4.8  In  1990,  following  price  under-cutting  by  Irish  exporters  in  the  negotiation  of  the 
1989  contract  with  Iran,  CBF  concluded  a  "voluntary  supply  agreement'*  with  a 
group  of  six  exporters  for  the  supply  of  beef  to  Iran. 

The  companies  were: 

AIBP 
UMP 

Hibernia  Meats 

KMP 

Kepak 

Dawn  Meats. 

A  share  of  the  total  contract  was  to  be  reserved  for  allocation  to  other  Irish 
suppliers. 

4.9  In  addition  to  the  above  CBF: 

— organised  a  presence  at  the  major  Trade  Fairs  including  hosting  stands  at  the 
annual  Tehran  and  Baghdad  Trade  Fairs  each  year 
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—undertook  regular  market  visits 

—passed  tenders  from  the  proposed  customers  to  exporters  having  an  interest  in 
supplying  the  relevant  market 

— carried  out  market  surveys  and  provided  reports  and  market  information  to 
exporters  as  requested 

—sent  representatives  to  Joint  Commission  meetings  as  they  arose. 

5,    Export  Credit  Insurance 

5.1  CBF  from  time  to  time  briefed  the  Department  of  Agriculture  on  the  require- 
ments of  the  market.  In  general,  CBF  supported  the  view  that  export  credit  insur- 
ance was  necessary  to  enable  firms  to  trade  with  Iraq  and  supported  the  view 
that  such  insurance  should  be  made  available. 

5.2  CBF  was  not  consulted  by  ICI  or  the  Department  of  Industry  &  Commerce  about 
the  allocation  of  cover  given  to  individual  exporters. 

5.3  Exporters  contacting  CBF  regarding  export  credit  insurance  were  referred  to  the 
Department  of  Industry  &  Commerce  or  the  ICI." 

The  reasons  for  the  reduction  in  the  grants  to  CBF  in  1987  and  1988  are  clearly  set  forth 
in  the  documentation  presented  to  the  Tribunal  by  the  Deptartment  of  Agriculture  and 
confirmed  by  the  evidence,  in  particular  of  Mr  Gerry  Dromey,  who  was  a  Principal  Officer 
in  Beef  11  Division  of  the  Department  of  Agriculture  between  1984  and  1989. 

It  appears  from  an  examination  of  such  documentation  and  consideration  of  such  evid- 
ence, that  the  position  in  regard  thereto  was  as  follows: — 

(1)  The  Grant  in  Aid  to  CBF  was  £787,000  in  1985  and  £1,097,000  in  1986. 

(2)  In  February  1987.  the  then  Coalition  Government  approved  funding  for  CBF  for 
1987  in  the  sum  of  £1.1 25m. 

(3)  On  the  27th  March  1987  the  new  Government,  as  part  of  general  cutbacks  in 
_ Government  expenditure  decided  to  reduce  the  Grant  in  Aid  from  £1.125m  to 

£0.965m,  a  reduction  of  £160,000. 

(4)  On  the  13th  day  of  May  1987,  the  Taoiseach  wrote  to  the  Minister  for  Agricul- 
ture &  Food,  a  letter  in  the  following  terms: — 

"Dear  Minister 

THs  operative  that  we  carry  further  the  progress  we  have  made  so  far  this  year 
in  getting  public  expenditure  under  control  Unless  we  achieve  further  significant 
cuts  in  expenditure,  the  growth  in  public  sector  debt  will  continue  to  be  a  burden 
on  the  economy  inhibiting  economic  growth  and  employment  and  making  it 
impossible  for  us  to  get  development  under  way. 

We  must  begin  to  identify  the  specific  programmes  and  expenditures  for  further 
Gutejtow  if  we  want  to  get  results  for  the  remainder  of  1987  and  for  1988. 

I  am  anxious  to  get  this  process  underway  as  soon  as  possible.  I  therefore  ask 
you  to  submit  to  me,  and  to  the  Minister  for  Finance,  a  paper,  by  Friday  22  May 
at  the  latest,  identifying  the  proposed  reductions  to  expenditure.  The  proposals 
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must  have  the  effect  of  achieving  a  significant  reduction  on  your  Department's 
present  level  of  spending.  They  may  cover  capital  as  well  as  current  expenditure. 
Your  paper  should  state  whether  legislation,  or  other  important  preparatory 
steps,  would  be  required  in  order  to  bring  them  into  effect,  and  the  timetable 
you  would  envisage  for  taking  these  steps.  It  should  also  cost  the  proposals  made, 
showing  the  possible  longer  term,  as  well  as  1987  and  1988  savings. 

In  arriving  at  your  proposals,  all  options  should  be  considered,  including  the 
elimination  or  reduction  of  particular  schemes  and  programmes,  rooting  out 
overlaps  and  duplications  between  organisations,  the  merger  of  organisations, 
the  closure  of  institutions  which  may  have  outlived  their  usefulness,  the  scaling 
down  of  the  operations  of  organisations  and  institutions  and  the  disposal  of  phys- 
ical assets  which  are  no  longer  productively  used.  A  radical  approach  should  be 
adopted  and  no  expenditure  should  be  regarded  as  sacrosanct  and  immune  to 
elimination  or  reduction.  We  do  not  want  a  series  of  justifications  of  the  status 
quo  or  special  pleadings. 

I  am  depending  on  you  to  make  it  clear  to  officials  that  their  full  co-operation  in 
and  commitment  to  this  exercise  is  required  and  that  the  Government  expect 
worthwhile  results  to  emerge. 

Following  the  22  May,  the  Secretary,  Department  of  Finance,  wilt  head  a  team 
of  Finance  officials  to  meet  each  Accounting  Officer  to  review  each  Group  of 
Votes  to  identify  the  savings  that  can  be  made.  The  proposals  identified  will 
come  before  Government  for  decision.  The  timetable  I  want  to  hold  to  is  that 
these  decisions  be  made  on  a  weekly  basis  from  end-May  and  that  we  be  in  a 
position  to  have  the  full  programme  of  reductions  agreed  by  end  August  —  early 
September, 

Yours  sincerely 
^Charlie  Haughey 
Taoiseach." 

(5)  On  the  5th  day  of  June  1987,  the  Minister  for  Agriculture  &  Food  wrote  to 
the  Taoiseach  enclosing  a  list  of  possible  savings  measures  on  the  Department's 
expenditure  and  enclosed  an  explanatory  note  in  respect  of  each  measure. 

(6)  The  note  in  respect  of  the  reduction  in  the  grant  to  CBF  was  in  the  following 
terms: — 

"Measure      Reduce  Grant-in  Aid  to  CBF 

1.  CBF's  total  budget  this  year  is  £3.178m  of  which  £0.965  will  be  provided  by 
the  State  Grant-in- Aid  and  £2.2 13m  by  a  statutory  levy  on  producers.  The 
latter  is  at  the  rate  of  £1  per  head  of  cattle  (lOp  per  sheep)  and  is  collected  on 
all  slaughtered  and  exported  animals. 

2.  It  should  be  possible  for  the  State  to  reduce  its  contribution  to  the  body  so 
that  within  three  years  it  will  be  largely  funded  by  the  industry  it  serves. 

3.  The  aim  would  be  to  increase  the  statutory  levy  by  Order  (with  Dail  and 
Seanad  approval)  so  as  to  reduce  this  year's  grant  by  £150,000.  Further 
increases  in  the  levy  could  be  made  in  1988  and  1989  so  as  to  reduce  depend- 
ence on  the  State  grant. 
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4.  This  measure  could  only  be  considered  if  somewhat  similar  action  were  being 
taken  in  regard  to  CTT. 

(7)  On  the  30th  July  1987  the  Government  decided  to  reduce  the  Grant  in  Aid  to 
CBF  to  effect  savings  of  £450,000  in  1988  and  £965,000  in  1989. 

The  effect  of  this  decision  was  to  reduce  the  CBF  Grant  for  1988  to  £515,000  and 
effectively  to  abolish  it  in  1989. 

(8)  In  June  1987  the  Minister  for  Agriculture  &  Food  proposed  that  CBFs  role 
should  be  extended  to  pig  meat. 

(9)  In  January  1988  the  Government  agreed  to  the  proposal  from  the  Department  of 
Agriculture  &  Food  that  the  role  of  CBF  should  be  extended  to  cover  pig  meat 
initially  and  later  to  other  meats  if  necessary. 

It  also  agreed  that  the  Grant  in  Aid  for  CBF  should  be  increased  by  the  transfer 
from  CBT  to  CBF  of  an  amount  to  be  agreed  between  the  Ministers  for  Agricul- 
ture &  Food,  Finance  and  Industry  &  Commerce. 

After  discussion  the  amount  agreed  was  £400,000,  bringing  the  CBF  Grant  in  Aid 
to  £0.915m  for  1988. 

In  July  1988,  the  Government  decided  to  phase  out  the  pig  meat  grant  for  CBF 
over  two  years,  and  fix  the  grant  at  £0.250m  for  1989  and  £.150m  for  1990. 

In  September  1988  the  Minister  for  Agriculture  &  Food  submitted  an  Aide 
Memoire  to  the  Government  seeking  a  review  of  the  proposed  CBF  Grant  in  Aid 
for  1989  and  1990;  he  sought  to  have  the  Grant  in  Aid  retained  at  the  1988  level, 
namely,  £0.91 5m  for  1989  and  1990  in  order  to  enable  CBF  to  complete  its  5  year 
plan  which  was  designed  to  increase  added  value,  employment  and  a  significant 
market-led  expansion  in  sales  to  other  EC  member  states. 

The  Grant  in  Aid  for  1989  was  subsequently  revised  upwards  on  5th  October 
1988  to  £0.5m  as  part  of  the  Government  decision  on  the  estimates  for  1989. 


Mr  Haughey  described  as  a  fabrication  the  allegation  that  he  had  discussed  the  reduction 
in  the  grant  to  CBF  with  Mr  Goodman,  who  confirmed  in  evidence  that  he  had  no  such 


also  heard  the  evidence  of  Mr  Paddy  Moore,  the  Chief  Executive  of  CBF 
^aad^the  then  Minister  for  Agriculture  &  Food. 

3t  is  clear  from  this  evidence  that  the  reason  for  the  reduction  in  the  grant  to  CBF  was 
^tliat  it  was  part  of  the  overall  plan  of  the  Government  which  came  into  power  in  March 
±MlM  curtail  public  expenditure,  that  expenditure  cuts  were  sought  by  the  then  Taoise- 
itch  from  each  Department  of  State,  that  the  suggested  cut  in  the  grant  to  CBF  emanated 
ctment  of  Agriculture  and  was  dealt  with  in  the  usual  manner  when  Estim- 
re  being  prepared  by  Government. 

jKere  is  no  suggestion  that  the  then  Taoiseach  was  particularly  involved  other  than  in 
"  expenditure  cuts  from  all  Departments. 
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Deputy  Rabbitte  stated  that  he  bases  his  allegation  on  information  supplied  to  him  from 
"  a  banking  source"  but  claimed  privilege  when  refusing  to  give  to  the  Tribunal  the  name 
of  such  source. 

The  Tribunal  is  satisfied  that  the  allegations  that  Mr  Goodman  intervened  with  the  Taoise- 
ach  to  have  the  grant  to  CBF  reduced,  and  this  serious  allegation  made  by  Deputy 
Rabbitte,  is  baseless. 
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In  the  course  of  a  speech  made  by  him  in  Dail  Eireann  on  28th  August,  1990,  Deputy 
Rabbitte  stated  that- 

4 'Knowing  the  inside  political  track  has  enabled  Goodman  to  get  access  to  exceptional 
lines  of  credit  and  to  benefit  from  risky  but  profitable  Middle  East  contracts,  confid- 
ent in  the  knowledge  that  he  is  guaranteed  by  the  Government  so  long  as  Fianna  Fail 
remain  in  power.  This  did  not  start  in  1987.  For  example,  some  years  ago  there  are 
good  grounds  for  believing  that  Mr  Goodman  was  allowed  to  cherry  pick  the  best  of 
the  ICC  property  portfolio  because  he  had  the  inside  political  track  before  any  other 
body  became  aware." 

This  i&a  further  allegation* of  the  use  of  alleged  political  influence  by  Mr  Goodman  with 
Fianna  Fail  which  the  Tribunal  was  obliged  to  expend  considerable  effort  and  time  in  its 
investigation. 

JuLwas obliged  to  contact  the  Industrial  Credit  Corporation  and  to  obtain  from  them  a 
detailed  submission  with  regard  to  their  property  portfolio,  Corporate  Plan  indicating 
property  disposal  policy,  copies  of  correspondence/reports  leading  up  to  decision  to  accept 
-Goodman's  offer  for  the  Airways  Properties  and  a  table  summarising  details  of  the  Air- 
ways Properties  including  a  note  on  acquisition  cost  and  estimated  market  value  at  31st 
■  October  l9BTand  the  Board  report  dated  .16th  August  1988  approving  of  the  acceptance 
M  the  Goodman  offer. 

ition  Mr  Leo  Roche,  Manager,  Property  Investments  of  the  Industrial  Credit  Cor- 


?r?tlon'  PrePared  a  detailed  statement  which  he  repeated  under  oath  in  evidence. 
TUc  inclusion  of  the  Report  and  confirmed  by  him  in  evidence  was:— 


In  to  f ps  transaction,  ICC  at  all  times  had  regard  to  commercial  criteria 
j  The  property  which  was  acquired  by  Goodman  was  available  to  the  market 
or  other  interested  parties  during  1988.  It  was  sold  to  Goodman  at  a  profit  of 
2m  over  cost  and  at  a  profit  of  £.625m  in  excess  of  open  market  valuation.  There 
-absolutely  no  question  of  Goodman  being  allowed  to  *  Cherry  pick"  the  best  of 
CC  portfolio.  The  information  supplied  herewith  supports  these  facts." 

359 


360  Chapter  Bimven 


As  the  Tribunal  has  stated  the  said  information  consisted  of  the  matters  to  which  it  has 
already  referred.  Again,  the  Tribunal  is  satisfied  that  there  was  absolutely  no  basis  for  this 
allegation. 


CHAPTER  TWELVE 


Ray  Mac  Sharry 


The  male  presenter  on  the  ITV  programme  in  the  course  thereof,  stated: 

"The  current  European  Commissioner  for  Agriculture  is  Ireland's  Ray  Mac  Sharry. 
He  frequently  takes  the  opportunity  to  speak  out  against  fraud  within  the  subsidy 
system.  He  declined  to  take  part  in  this  programme.  His  staff  told  World  in  Action 
that  he  was  "too  busy".  Commissioner  Mac  Sharry  knows  Larry  Goodman  well.  He 
too  started  life  selling  cattle.  He  is  a  former  Irish  Minister  for  Agriculture.  One  of 
Mac  Sharry's  sons  works  as  a  Sales  Manager  for  Goodman  International  The  Com- 
missioner's son-in-law  is  part  of  the  team  which  audits  Goodman's  accounts  and  also 
a  cousin  of  Goodman's  former  Deputy  Chief  Executive,  Brian  Britton.  Mac  Sharry 
Himself  has  appeared* in  Goodman's  own  promotional  literature.  He  helped  him  celeb- 
rate a  contract  with  a  German  supermarket  back  in  1981. 

"But  Mac  Sharry's  most  controversial  connection  with  Goodman  came  last  year. 
G6odman  had  secretly  borrowed  £500  million  from  33  international  banks  which  he 
couldn't  repay.  The  Dutch  bank,  Ambro,  was  threatening  with  liquidation.  The  Bank 
held  off  after  a  request  by  the  Dutch  Agriculture  Minister,  Herik  Braks.  Braks  had 
previously  received  a  telephone  call  from  Ray  Mac  Sharry  asking  him  for  help.  In  the 
breathing  space,  Prime  Minister  Charles  Haughey  recalled  the  Irish  Government  from 
its  frWflays  and  pushed  through  emergency  legislation  to  prevent  Goodman's  com- 
parties  from  going  under.  Mac  Sharry  insists  he  did  not  intervene  on  Goodman's 


programme  then  televised  an  extract  from  a  speech  made  by  Commissioner  Mac 
$a  the  European  Parliament  on  October  11th  1990  and  showed  him  as  stating:— 

i  made  no  request  to  Mr  Braks  to  intervene  vis  a  vis  any  particular  bank  in  favour 
of  Gv7udman  International.  It  would  be  presumptuous  of  me,  anyway,  to  think  that 
^rMtratives  would  be  instrumental  in  keeping  this  firm  in  business.  I  doubt  it.  How- 
g|||p:f1t  did  help,  I  am  rather  pleased." 

Sgp  represented  on  the  programme  as  a  continuous  statement  by  Commissioner  Mac 
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As  it  was  represented,  it  appeared  to,  at  the  same  time,  contain  a  denial  that  he  had 
requested  Mr  Braks  to  intervene  and  at  the  same  time  expressing  pleasure  if  his  interven- 
tion had  helped. 

One  John  Tomlinson,  an  English  Member  of  the  European  Parliament  was  shown  on  the 
programme  as  stating: — 

"I  am  still  persuaded  that  Mr  Braks  was  invited  to  intervene  specifically  in  favour  of 
Goodman  International  at  the  behest  of  the  Commissioner  and  that  does  not  seem 
to  me  to  be  a  proper  course  of  action.  The  Commission's  responsibility  is  not  to  be 
there  seeking  to  protect  the  commercial  or  the  financial  interest  of  a  particular  trader. 
Now,  if  Mr  Goodman  had  got  a  particular  banking  problem  with  Dutch  banks,  it  is 
his  commercial  responsibility  to  deal  with  that  and  not  the  Commissioner's  responsib- 
ility to  deal  with  it." 

These  allegations  are  serious,  involving  as  they  do  an  allegation  that  Commissioner  Mac 
Sharry  had  abused  his  position  as  the  Commissioner  for  Agriculture  of  the  European 
Economic  Community  to  intervene  on  behalf  of  a  particular  trader,  Goodman  Interna* 
tional  and  used  his  status  as  such  Commissioner  to  influence  the  outcome  of  such 
intervention. 

Commissioner  Mac  Sharry,  in  the  course  of  his  evidence  before  this  Tribunal,  denied  that 
he  had  made  any  such  request  to  Minister  Braks  to  intervene  on  behalf  of  Goodman 
International  with  any  Dutch  bank  and  has  stated  that  he  was  not  aware  of  the  Dutch 
bank  alleged  to  have  been  a  creditor  of  the  Goodman  Group. 

The  Tribunal  accepted  his  evidence  in  this  regard  and  that  would  have  been  the  end  of 
the  matter  as  far  as  the  Tribunal  was  concerned  were  it  not  for  the  evidence  with  regard 
to  the  manner  in  which  the  producers  of  the  television  programme  distorted  and  edited 
the  video  which  showed  Commissioner  Mac  Sharry's  statement  to  the  European  Parlia- 
ment on  the  11th  day  of  October  1990. 

The  actual  video  of  what  Commissioner  Mac  Sharry  stated  to  the  European  Parliament 
was  shown  to  the  Tribunal  and,  when  compared  with  the  purported  extract  therefrom 
shown  on  the  ITV  programme,  it  was  manifest  that  the  excerpt  which  was  shown  on  the 
ITV  programme  was  carefully  and,  in  the  opinion  of  the  Tribunal,  unethically,  edited  to 
present  a  distorted  picture  of  what  he  had  actually  said. 

During  the  course  of  his  speech  to  the  European  Parliament,  Commissioner  Mac  Sharry 
made  the  following  points: — 

(1)  Mr  Braks  was  one  of  a  number  of  people,  including  representatives  of  Govern- 
ments and  other  organisations,  to  whom  he  spoke  about  the  Community's  beef 
industry  as  he  saw  it  developing  in  August  1990. 

(2)  He  referred  to  steps  taken  by  him  to  ensure  that  for  the  purposes  of  maintaining 
stability  and  confidence  in  the  industry,  all  concerned  in  the  industry  should  be 
aware  that  the  Community  would  continue  to  ensure  a  guaranteed  outlet  for 
virtually  all  steer  production. 
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(3)  He  made  it  clear  that  he  had  not  asked  Mr  Braks  to  intervene  with  any  particular 
bank  in  favour  of  Goodman  International  and  pointed  out  that  at  the  time  he 
was  speaking  to  Mr  Braks,  that  he  did  not  even  know  the  identities  of  the  Dutch 
bankers  involved  with  Goodman  International. 

(4)  He  said  that  it  would  be  presumptuous  of  him  to  think  that  the  initiatives  which 
he  did  take  with,  among  others,  Mr  Braks,  were  instrumental  in  keeping  Good- 
man International  in  business. 

(5)  He  said  that  if  his  initiatives  had  helped,  he  was  pleased  that  the  ongoing  difficult- 
ies in  the  market  confirmed  him  in  his  view  that  the  loss  or  temporary  closure  of 
the  outlets  provided  by  Goodman  International  would  have  been  very  detri- 
mental to  the  interests  of  producers  of  the  trade  and  of  the  employment  of  thou- 
sands of  people. 

The  producers  of  the  ITV  programme  deleted  from  the  video  of  the  European  Parliament 
his  explanation  of  the  initiatives  he  had  taken.  While  it  did  show  his  denial  of  having 
asked  Mr  Braks  to  intervene  with  Goodman's  Dutch  banks,  they  deleted  his  statement 
that  he  did  not  know  who  Goodman's  Dutch  banks  were  at  the  time  he  was  speaking  to 
Mr  Braks. 

By  broadcasting  that  portion  of  his  speech  in  which  he  stated  that  he  was  pleased  if  his 
initiatives  worked,  the  programme  thereby  gave  the  impression  that  while  at  one  stage 
denying  that  he  had  asked  Mr  Braks  to  intervene  with  Goodman's  Dutch  banks,  he  was 
at  the  same  time  expressing  a  pleasure  that  such  initiative  on  his  behalf  may  have  been 
successful. 

The  ITV  programme  did  not  state  that  the  extract  from  Commissioner  Mac  Sharry's 
Jjteech  had  been  edited,  but  represented  it  as  being  a  continuous  extract  from  his  speech, 
thereby  deliberately  distorting  its  effect. 


CHAPTER  THIRTEEN 

Greenore 


During  the  course  of  his  speech  in  Dail  Eireann  on  the  15th  May  1991,  Deputy  Rabbitte 
stated,  inter  alia: 

"It  has  been  suggested  that  Goodman  was  subjected  to  a  lesser  degree  of  Customs' 
inspections  than  other  commercial  operations  (especially  in  regard  to  container  loads 
going  North)  and  that  he  was  able  to  virtually  close  off  the  port  of  Greenore  to  other 
people  when  he  was  exporting  meat**. 

That  statement  made  by  Deputy  Rabbitte  appeared  to  imply  that  the  Customs  officials 
responsible  for  inspection  of  containers  going  north  or  the  supervision  of  the  port  of 
Greenore  discriminated  in  favour  of  the  Goodman  Group  with  regard  to  inspection  of 
container  loads. 

When  the  Tribunal  was  about  to  deal  with  this  allegation,  Mr  White,  who  appeared  for 
Deputy  Rabbitte,  stated  that: 

"My  client  wants  to  make  clear  that  this  was  never  his  intention,  nor  did  he  feel  that 
he  was,  at  any  stage,  making  an  allegation  that  any  action  of  the  regulatory  authorities 
was  deliberate," 

No  evidence  was  adduced  before  this  Tribunal,  which,  in  any  way,  sought  to  support  this 
allegation.  In  fact,  all  the  evidence  was  to  the  contrary. 

Mr  Seamus  6  Conchuir,  a  Higher  Officer  of  Customs  &  Excise,  stationed  at  Greenore 
Port/Road  Station  since  September  1980,  gave  evidence  with  regard  to  exports  both 
through  the  Road  Station  and  the  Port  in  respect  of  the  period  1985  to  1990. 

Dealing  with  the  Road  Station,  he  stated  that  during  that  period  approximately  175  con- 
tainers in  total  passed  through  the  station,  148  of  those  were  the  property  of  AIBP  and 
27  the  property  of  other  traders. 

He  stated  that  none  of  these  containers  were  destined  for  non-EEC  countries  and  con- 
sequently did  not  attract  Export  Refunds. 
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Consequently,  no  examinations  were  carried  out  at  exportation  of  either  the  containers 
the  property  of  AIBP  or  of  the  other  traders. 

He  stated  that  his  function  of  examination  at  the  Road  Station  arose  in  circumstances 
only  where  there  were  Export  Refunds  being  claimed  in  respect  of  the  exportation  and 
that  would  be  outside  the  EEC. 

With  regard  to  exportation  through  the  port,  Mr  6  Conchuir  gave  to  the  Tribunal  details 
of  shipments  for  a  period  from  1986  to  the  date  upon  which  he  gave  evidence  before  the 
Tribunal  on  the  4th  November  1992. 

He  stated  that  during  that  period,  approximately  150  shipments  of  beef  totalling  approxim- 
ately 240,000  tonnes  was  made  through  the  port  in  addition  to  20  shipments  of  live  cattle. 

All  these  shipments  attracted  Export  Refunds  and  the  traders  who  used  the  port  were 
AIBP,  Agra  Trading,  Halal,  UMP  Midleton,  Liffey  Meats,  Slaney  Meats,  Horgan  Meats 
Charleville,  Kildare  Chilling,  Rangeland,  WD  Meats  (Northern  Ireland),  KMP  Co-op, 
Hibernia,  United  Meat  Packers,  Master  Trade  Longford,  Taher  Meats,  Dawn  Meats, 
Meadow  Meats,  Master  Meats,  Cahir  Meats  and  Blanchvac. 

AIBP  were  by  far  the  major  exporter  of  the  beef  but  were  not  involved  in  live  cattle 
exports. 

He  stated  that  all  exporters  were  treated  equally  and  that  there  was  no  discrimination  in 
favour  of  AIBP  Ltd  or  any  other  exporter. 

All  examinations  were  carried  out  on  a  random  and  selective  basis  and  in  all  cases  were 
in  the;  presence  and  with  the  assistance  of  Department  of  Agriculture  officials  who 
attended  at  the  port  during  loading  of  beef  on  ships. 

He  stated  that  during  this  period  no  irregularities  or  evidence  of  fraud  were  detected  by 
him  or  any  other  officer  from  examinations  of  beef  and  scrutiny  of  export  documentation 
presented  by  AIBP  Ltd. 

He  stated  that  there  were  of  course  minor  errors  and  discrepancies  not  of  a  fraudulent 
nature,  discovered  by  him  in  export  documents  which  were  fully  investigated  and  corrected 
Jo  his  satisfaction. 

It  appears  further  that  from  time  to  time,  when  AIBP  were  loading  cartons  of  beef  for 
export  on  ships,  that  security  personnel  were  engaged  at  night  time  to  protect  the  trucks, 
containers  and  cartons,  which  were  at  the  port  awaiting  loading.  There  is  no  evidence  to 
suggest  that  anybody  who  had  lawful  access  to  the  port  was  in  any  way  inhibited  in  the 
exercise  of  that  right  of  access. 

Mr  Aodoghan  O'Rahilly,  who  was  the  Chief  Executive  of  the  company  Greenore  Ferries 
Services  Ltd.,  the  proprietor  of  the  port,  gave  evidence  that  there  was  no  substance  in  the 
allegation  that  the  Goodman  Group  was  able  to  or  did  in  effect,  secure  the  closing  of  the 
port  to  any  other  person  or  persons. 
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Other  evidence  was  given  by  Customs  &  Excise  personnel,  involved  in  the  operation  of 
the  port  and  border  stations,  that  there  was  no  truth  whatsoever  in  the  allegation  that  the 
Goodman  Group  was  subjected  to  a  lesser  degree  of  control  than  any  other  exporter. 

The  Tribunal  accepts  their  evidence  in  this  regard  and  there  was  no  basis  whatsoever  for 
the  suggestion  that  the  Goodman  companies  were  subjected  to  a  lesser  degree  of  Customs 
inspections  than  other  commercial  operations. 


CHAPTER  FOURTEEN 


Carousel  Operation 


In  the  course  of  a  speech  made  in  Dail  Eireann  on  the  15th  day  of  May  1991,  Deputy 
Rabbitte  stated: 

DAIL  EXTRACT 

"It  has  been  suggested  to  me  that  there  was  an  extraordinary  incident  in  1988  which 
would  have  been  normally  expected  to  lead  to  immediate  prosecution,  but  in  respect 
of  which  no  action  was  taken.  My  information  is  that  in  1988  a  container  load  of 
boneless  beef  left  a  Goodman  plant  near  Wexford.  The  lorry,  carrying  500  sides  of 
beef,  crossed  by  ferry  to  Britain,  travelled  up  the  mainland  and  crossed  to  Northern 
Ireland  at  Larne.  The  lorry  was  intercepted  by  our  customs  officers  on  an  unapproved 
toad  near  Castleblayney  on  its  way  back  to  the  Republic.  The  driver,  whose  name  I 
have,  explained  to  the  customs  officers  that  he  was  on  his  way  to  a  Goodman  plant 
near  Enniskillen,  but  had  got  lost. 

Jt  was,  of  course,  ludicrous  to  suggest  that  anyone  would  transport  a  container  of 
meat  from  Wexford  to  Northern  Ireland  via  Britain.  The  customs  officers  concluded 
that  they  had  intercepted  a  "carousel"  operation.  This  is  a  scam  whereby  meat  is 
exported,  on  which  export  refunds  are  paid,  secretly  imported  and  then  re-exported 
to  claim  yet  more  export  refunds.  To  the  astonishment  of  the  customs  officers,  no 

-aetion  was  taken  against  any  of  those  involved.  I  have  the  name  of  the  lorry  driver, 
which  I  amprepared  to  give  the  Minister  privately." 

—15  May  1991,  Col  1261. 

The  effect  of  this  statement  is:— 

^(i)  that  it  has  been  suggested  to  Deputy  Rabbitte  that  officers  of  Customs  &  Excise 
^„fead  intercepted  a  "Carousel  Operation"  being  carried  out  by  the  Goodman 
Organisation  in  1988; 

|ii)  A  "carousel"  operation  is  a  "scam  whereby  meat  is  exported,  on  which  export 
refunds  are  paid,  secretly  imported  and  then  re-exported  to  claim  yet  more  export 
refunds" 
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(iii)  normally  the  discovery  of  such  incident  would  have  led  to  immediate  prosecution 
but  no  action  was  taken  and  that  the  officers  of  Customs  &  Excise  were  astonished 
that  no  action  was  taken. 

Deputy  Rabbitte  asked  the  Minister  to  tell  the  House  why  no  action  was  taken. 

His  statement  implies  that  a  decision  wa^  taken  other  than  by  the  Customs  &  Excise 
officers  who  had  investigated  the  matter  nof  to  take  action  on  foot  of  the  results  of  the 
investigation. 

In  view  of  the  seriousness  of  the  allegation  involving,  as  it  did,  an  allegation  that  the 
Goodman  Organisation  was  attempting  to  defraud  the  Export  Refund  subsidy  system  and 
an  allegation  that  no  action  was  taken  by  the  appropriate  State  Authority  by  way  of 
prosecution  when  the  Customs  officers  had  concluded  that  they  had  interrupted  such  an 
attempt,  the  Tribunal  examined,  in  detail,  the  facts  relating  to  the  incident  referred  to. 

The  evidence  in  relation  to  this  matter  was  given  by:— 

(a)  Brian  Maguire,  an  Assistant  Officer  of  Customs  &  Excise; 

(b)  Eoin  Prunty,  an  officer  of  Customs  &  Excise; 

(c)  Sean  Brosnan,  Higher  Officer  of  Customs  &  Excise; 

(d)  Nollaig  O'Broin,  Higher  Officer  of  Customs  &  Excise: 

(e)  John  McBennett,  driver; 

(/)  Peter  Maguire,  Manager  AIBP  plant  at  Cahir; 
(g)  Larry  Goodman; 
(h%  Pat  Rabbitte,  TD^ 

The  relevant  facts  as  disclosed  in  such  evidence  are  that— 

(1)  on  the  23rd  day  of  March,  1988,  Brian  Maguire,  who  was  stationed  at  Ballybay, 
Co.  Monaghan,  was  on  mobile  patrol  duty  overlooking  the  concession  road 
between  Castleblayney  and  Dundalk; 

(2)  he  had  all  traffic  coming  from  the  direction  of  Crossmaglen,  Co.  Armagh  under 
observation; 

(3)  he  observed  a  blue  and  white  tractor  unit  and  container  bearing  the  name  "Creg- 
gan  Transport"  entering  Culloville,  County  Armagh  from  the  direction  of 
Crossmaglen,  County  Armagh  and  heading  towards  Castleblayney,  Co. 
Monaghan, 

(4)  he  informed  his  colleague  Mr  Eoin  Prunty  of  this  fact  by  radio  contact. 

(5)  Mr  Prunty  proceeded  to  intercept  this  vehicle  and  observed  it  entering  the  State 
at  Ballincarrybridge  which  is  an  unapproved  Land  Frontier  crossing  point 
between  Crossmaglen  and  Castleblayney. 

(6)  Mr  Prunty  kept  the  vehicle  under  continuous  observation  until  it  was  stopped  at 
Anahale,  Castleblayney. 
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(7)  the  registration  number  of  the  vehicle  was  KIB  5243; 

(8)  the  seals  in  the  doors  of  the  Container  were  intact  and  bore  the  Northern  Ireland 
Department  of  Agriculture  Markings  "D.A.N.L/222187"  and  "D.A.N.L  222188"; 

(9)  the  container  contained  567  boneless  beef  flanks  bearing  markings  "Ireland  EEC 
300"; 

(10)  the  driver  was  John  McBennett  of  Creggan  Transport,  an  employee  of  Creggan 
Transport  of  Newry  Road,  Crossmaglen,  Co*  Armagh,  who  informed  Mr  Prunty 
that  the  beef  was  owned  by  AIBP  Cahir  Exports  Limited. 

(11)  Mr  McBennett  claimed  that  he  had  driven  the  trailer  unit  and  container  from 
Dundalk  and  had  travelled  the  main  Dundalk/Castleblayney  Road; 

(12)  Mr  McBennett  accompanied  Mr  Prunty  to  the  Castleblayney  Road  Station  where, 
in  reply  to  further  questioning  he  stated  that:— 

(a)  when  stopped  he  was  on  his  way  to  Lough  Egish  to  collect  more  meat  there; 

(b)  Another  driver  had  collected  the  container  of  meat  at  AIBP  Cahir  Exports 
Ltd.,  Cahir  and  had  packed  the  container  at  Castleblayney  Road  near  Dund- 
alk for  collection  by  him; 

(c)  he  was  unable  to  produce  any  documentation  with  regard  to  the  contents  of 
the  container. 

(13)  documentation  found  in  the  cab  of  the  tractor  unit  related  to  a  consignment  of 
fore  and  hindquarters  of  beef  consigned  from  AIBP  Cahir  Exports  Ltd  to  Ferm- 
anagh Meats  Ltd.,  to  Mid-Cornwall  Meats; 

(14)  when  questioned  about  this  transaction,  Mr  McBennett  produced  an  invoice  from 
Mid-Cornwall  Meats  showing  that  the  meat  referred  to  in  such  documentation 
had,  in  fact,  been  delivered  by  him; 

(15)  Mr  McBennett  stated  that  after  delivery,  he  had  returned  to  Northern  Ireland  via 
Stranraer; 

(16)  Mr  Prunty  informed  Mr  McBennett  that  he  was  seizing  the  conveyance  and  goods 
on  the  grounds  that  the  goods  were  illegally  imported  into  the  State  from  North- 
ern Ireland  without  payment  of  import  duties  payable  thereon  pending  the 
decision  of  the  Revenue  Commissioners  in  the  matter; 

(17)  the  conveyance  and  goods  were  removed  to  the  official  compound  at  Clones,  Co. 
Monaghan; 

(18)  on  the  24/3/1988  at  Clones  the  District  Veterinary  officer  certified  the  contents 
of  the  container  as  chilled  boneless  beef  flanks  and  in  payment  of  a  deposit  of 
£10,000  the  tractor  unit  and  container  was  released  to  Mr  McBennett; 

_{A9)  the  goods  were  liable  to  Monetary  Compensation  Amount  charges  on  importa- 
tion from  Northern  Ireland  into  the  State; 

(20)  the  file,  in  the  matter,  was  then  referred  to  the  Investigation  Branch  of  Customs  & 
Excise  for  investigation. 
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In  reply  to  Mr  White,  appearing  for  Deputy  Rabbitte,  Mr  Prunty  stated  that  when  he 
intercepted  the  vehicle  he  was  dealing  with  a  straight  smuggling  transaction  from  Northern 
Ireland  into  the  State  but  it  was  considered,  at  the  time,  that  there  may  have  been  a  more 
serious  CA.P.  fraud  so  the  file  was  sent  to  the  investigation  branch  for  investigation. 

Mr  Sean  Brosnan,  is  a  Higher  Officer  of  Customs  &  Excise  stationed  at  Brook  Buildings, 
Ardee. 

When  informed,  by  Mr  Prunty,  of  the  incident  he  went  to  Castleblayney  and  was  fully 
informed  by  Mr  Prunty  of  the  circumstances  leading  to  the  seizure  of  the  tractor  and 
container  including  the  contents. 

He  then  contacted  Mr  Garvey,  who  was  the  Customs  Control  Officer;  and  requested  him 
to  go  to  Cahir  as  soon  as  possible  and  to  conduct  an  investigation  there. 

At.  6.30  p.m.  on  the  23rd  March  1988  Mr  Brosnan  was  telephoned,  at  Clones,  by  Mr 
Kirwan,  the  processing  manager  at  AIBP,  Cahir,  who  informed  him  that:— 

(i)  the  container  of  beef  could  not  have  come  from  Northern  Ireland; 

(ii)  it  had  left  Cahir  for  Dundalk  that  morning  and  couldn't  possibly  have  been  or 
have  been  detected  coming  from  Northern  Ireland. 

When  asked  by  Mr  Brosnan  for  the  name  of  the  driver,  the  lorry  number,  the  time  of 
collection  and  any  other  details  to  verify  Mr  Kirwan's  claim  he  was  not  in  a  position  to 
supply  any  of  the  information  sought. 

On  the  following  day  Mr  Kirwan  again  contacted  Mr  Brosnan  and  informed  him  that  the 
container  may  have  been  collected  on  the  evening  of  the  22nd  March  1988  but  despite 
request,  Mr  Kirwan  was  not  in  a  position  to  give  any  of  the  details  sought  from  him  the 
previous  evening. 

He  informed  Mr  Brosnan  that  the  driver  was  a  resident  of  Northern  Ireland  and  may  have 
entered  Northern  Ireland  to  change  his  clothes.  Mr  Brosnan  knew  that  this  was  untrue  as 
he  knew  Mr  McBennett  was  a  resident  of  Castleblayney. 

When  asked  by  Mr  Brosnan  for  an  explanation  of  the  Department  of  Agriculture  North- 
ern Ireland  seals  on  the  container  he  was  unable  to  give  any  explanation. 

During  the  course  of  the  conversation  Mr  Brosnan  informed  Mr  Kirwan  that  he  was 
satisfied  that  the  container  had  been  smuggled  in  from  Northern  Ireland  on  the  afternoon 
of  the  23rd  March  1988  and  would  release  the  container  on  payment  of  a  deposit  of 
£10,000. 

Mr  McBennett  stated  in  evidence  that: — 

(i)  in  1988  he  was  employed  as  a  driver  by  Creggan  Transport  and  had  been 
employed  by  them  for  about  3  years  before  the  incident  and  during  that  period 
had  transported  many  loads  of  beef  on  behalf  of  AIBP; 
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(ii)  on  the  19th  day  of  March  1988  he  collected  a  container  of  beef  from  the  AIBP 
plant  in  Cahir  for  transport  to  Mid-Cornwall  Meats  in  Truro; 

(iii)  he  received  all  the  necessary  documentation  for  production  to  the  Customs  & 
Excise  authorities  in  Rosslare; 

(iv)  he  delivered  the  said  load  of  meat  to  its  destination:  went  to  Nottingham  and  re- 
loaded the  container  with  plaster  for  British  Gypsum  in  Kingscourt:  returned  to 
Northern  Ireland  via  Larne:  cleared  the  load  through  the  Customs  at 
Newry/Dundalk  and  left  the  container/trailer  in  Dundalk,  returning  to  the  Creg- 
gan  Transport  yard  in  Newry  with  the  tractor  unit; 

(v)  when  he  arrived  there  he  attached  the  tractor  unit  to  a  container  AN334  in  the 
yard; 

(vi)  his  boss  had  gone  to  a  funeral  and  was  not  available  to  tell  him  where  to  deliver 
the  load,  which  he  knew  to  be  meat  because  it  was  refrigerated  but  had  no  idea 
where  it  came  from  or  where  it  was  to  go; 

(vii)  he  decided  to  go  to  his  home  in  Castleblayney  for  lunch  and  drive  off  for  this 
purpose  in  the  Tractor  with  the  container  load  of  meat; 

(viii)  he  was  in  the  process  of  so  doing  when  he  was  intercepted; 

(ix)  when  intercepted  he  panicked  as  he  knew  that  he  crossed  the  border;  he  told  the 
Customs  officers  the  first  thing  that  came  into  his  head;  he  didn't  know  the  meat 
had  come  from  Cahir  and  it  was  just  co-incidence  that  he  said  it  had. 

The  Customs  &  Excise  file  in  connection  with  this  incident  was  forwarded  to  the  Revenue 
Commissioners  and  on  the  3rd  day  of  August  1988  was  assigned  to  the  CAP  Unit  of  the 
Investigation  Branch. 

On  the  4th  day  of  October  1988,  Mr  Nollaig  6  Broin,  a  Higher  Officer  in  Customs  & 
Excise  and  attached  to  the  Investigation  Branch  contacted  the  Investigation  Unit  of  KM 
Customs  &  Excise,  Belfast  to  ascertain  how  a  container  with  Department  of  Agriculture 
Northern  Ireland  seals  on  it  came  to  be  intercepted  on  an  unapproved  road  between 
Dundalk  and  Castleblayney. 
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By  letter  dated  the  19th  day  of  October  1988,  the  Northern  Ireland  authorities  replied  as 
follows: — 

HM  CUSTOMS  AND  EXCISE 

Mr  B  Bolger  Your  Ref.  242/88  NOB 
Surveyor 

SIB  Dublin  Our  Reference  147/88 
18  Lansdowne  Road 

Dublin  4  Date  19  October  1988 
Dear  Brian 

RE:  SEIZURE  OF  567  CHILLED  BEEF  SKIRTS  IN  VEHICLE  KIB  5243  233.88 
AT  CASTLEBLAYNEY 


From  inquiries  made  through  DANI  it  has  been  established  that  the  2  seals  DANI 
222187  and  DANI  222188  were  put  on  a  Creggan  Transport  Vehicle,  container  num- 
ber AN  334  on  23.3.88  at  ABP,  Fermanagh  Meats,  Enniskillen. 

According  to  the  Meat  Plant  Veterinary  Officer  he  rejected  the  consignment  which 
came  from  Cahir  Meats  as  being  unsound.  The  Veterinary  Officer  has  no  record  other 
than  the  use  of  the  seals.  He  cannot  recall  whether  or  not  he  endorsed  the  Republic 
of  Ireland  Health  Certificate,  however  he  gave  it  to  the  Creggan  Transport  driver 
and  told  him  to  take  the  meat  back  to  where  it  came  from.  We  have  been  unable  to 
trace  the  import. 

As  Creggan  Transport's  base  is  in  Crossmaglen  it  is  quite  possible  that  the  vehicle 

seized,  KIB  5243,  was  not  the  import  vehicle. 

<*■  * . 

Perhaps  your  Department  of  Agriculture  could  trace  the  export  more  easily  through 
their  Claims  Section  and  withhold/reclaim  any  relevant  payments. 


Regards, 

H  L.  SNODDEN 
SURVEYOR 

BELFAST  INVESTIGATION 


On  the  30th  of  March  1988,  Mr  O'Broin  visited  the  AIBP  premises  at  Cahir  and  inter- 
viewed Mr  Tim  Kirwan,  the  processing  manager  at  the  plant  and  who  had  telephoned  Mr 
Prunty  at  the  time  of  the  incident. 

In  addition,  Mr  O'Broin  examined  the  company's  books  and  accounts  for  a  month  prior 
to  and  a  month  subsequent  to  the  seizure  on  the  23rd  day  of  March  1988. 

As  a  result  of  such  examination  and  an  examination  of  the  Department  of  Agriculture 
records  he  ascertained  that— 

(i)  that  two  particular  tractor  units  with  containers  of  meat  had  left  Cahir  on  the  19th 
day  of  March  1988, 
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(ii)  one  of  these  units  Registration  No*  LIJ  3550  and  Container  No,  GT2,  containing 
9990  kilogrammes  of  separated  beef  hinds  and  5742  beef  hindquarter  flanks  was 
destined  for  the  AIBP  plant  in  Fermanagh; 

(iii)  The  second  unit,  Registration  No.  KIB  5243  with  container  CT4,  containing  105 
hinds  and  225  forequarters  of  chilled  beef,  though  the  consignee  was  described  as 
Fermanagh  Meats  was  destined  for  export  via  Rosslare  to  Mid-Cornwall  Meats  in 
the  U.K. 

The  unit  destined  for  AIBP  plant  in  Fermanagh  was  cleared  through  Customs  at  Castle- 
blayney  road  station  on  the  19th  day  of  March  1988. 

The  unit  destined  for  Mid-Cornwall  Meats  travelled  via  Rosslare  and  the  meat  contained 
in  the  container  was  delivered  there. 

Upon  release  from  Customs  upon  payment  of  the  £10,000  deposit  hereinbefore  referred 
to,  the  meat  contained  in  the  container  seized,  which  was  part  of  the  shipment  made  to 
Fermanagh  Meats  and  rejected,  was  send  to  Rangeland  Meats  Ltd.,  of  Tullynahinera, 
Castleblayney  in  the  County  of  Monaghan. 

On  the  11th  day  of  April,  1989  Mr  O'Broin  visited  Rangeland  Meats  and  from  inquiries 
and  an  examination  of  this  Company's  records  verified  that; — 

(i)  vehicle  KIB  5243  had  delivered  the  beef  to  the  premises; 
and, 

(ii)  Rangeland  Meats  had,  in  fact,  paid  AIBP  Cahir  for  the  meat  contained  in  such 
load. 

On  that  date  Mr  6  Bvoin  also  interviewed  Mr  Hand,  the  District  Veterinary  Officer  in 
Ballybay  who  had  issued  the  certificate  with  regard  to  the  meat  before  its  release  from 
Customs  Control  and  satisfied  himself  with  regard  to  minor  discrepancies  on  the  Certific- 
ate viz  the  description  of  flanks  as  shirts  and  a  wrongful  estimate  of  the  weight  of  the  beef 
and  returned  to  Dublin. 

Mr  O'Broin  examined  the  export  documentation,  the  SAD  documentation,  in  respect  of 
each  vehicle  from  which  it  appeared  that: 

(i)  Vehicle  No.  LIJ  3550,  being  the  vehicle  destined  for  Fermanagh,  was  cleared 
~     through  Customs  at  Castleblayney  at  6.30  p.m.  on  the  19th  March  1988;  and 

(ii)  Vehicle  No.  KIB  5243,  being  the  vehicle  destined  for  Mid-Cornwall  Meats  left 
Rosslare  on  the  M/V  David  for  Wales  on  the  19th  March  1988. 

On  the  13th  day  of  April,  1989  Mr  O'Broin  returned  to  AIBP  Cahir  and  interviewed  both 
Mr  Peter  Maguire,  the  Manager  of  the  Plant  and  Mr  Kirwan  the  processing  manager. 

Oui  tfite  occasion,  they  acknowledged  that  they  had  been  aware  of  what  had  happened  i.e. 
that  the  meat,  which  had  been  seized,  had  been  rejected  by  the  Veterinary  authorities  in 
Fermanagh,  that  they  had  requested  the  haulier  to  hold  the  goods  in  their  yard  in  Creggan 
while  they  made  arrangements  to  have  the  meat  transported  to  AIBP,  Newry,  that  for 
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some  reason  or  other  the  driver  had  brought  the  goods  south  of  the  border,  that  when  the 
goods  were  seized,  they  were  apprehensive  about  the  unfavourable  publicity  that  might 
ensue  and  in  an  effort  to  distance  themselves  and  the  Company  from  such  unfavourable 
publicity  Mr  Kirwan  gave  wrong  information  to  the  Customs  officers. 

When  questioned  about  the  fact  that  the  consignee  of  the  meat  destined  for  Mid-Cornwall 
Meats  was  shown  to  be  Fermanagh  Meats  they  explained  that  all  exports  to  Northern 
Ireland  or  the  U.K.  are  shown  as  consignee  to  AIBP  Fermanagh  in  order  to  centralise 
and  facilitate  the  receipt  of  Monetary  Compensation  Amounts,  levies  and  export  refunds. 

On  the  question  of  MCA  payable  Mr  O'Broin  stated  that:— 

(i)  the  normal  documentation  for  the  claim  for  such  payment  was  handed  in  at  the 
Castleblayney  station  on  the  19th  March  1988; 

(ii)  the  said  documentation  was  transferred  to  the  FEOGA  Section  of  the  Department 
of  Agriculture  on  the  8th  April  1988; 

(iii)  payment  was  made  to  Cahir  Exports  on  the  15th  of  June  1988; 

(iv)  A  refund  of  the  amount  paid  in  respect  of  the  goods  seized  viz  £731  was  made  in 
February  1990, 

The  Tribunal  is  satisfied  that  the  claim  for  this  amount,  which  was  made  before  the  goods 
were  rejected  was  neither  the  reason  for  or  motive  behind  this  incident. 

Having  thoroughly  investigated  this  incident,  Mr  O'Broin,  whose  primary  purpose  in  car- 
rying out  this  investigation  was  to  ascertain  whether  or  not  there  was  a  "carousel"  in  the 
sense  already  described,  concluded  that: 

*  (i)  the  meat  seized  by  Mr  Prunty  and  the  customs  patrol  at  Castleblayney  on  the 
23/3/1988  was  part  of  the  meat  exported  in  Vehicle  No.  LIJ  3550  through  Castle- 
blayney Road  Station  and  not  part  of  the  meat  exported  on  the  same  day  to  Mid- 
Cornwall  Meats  through  Rosslare; 

(ii)  the  documents  found  in  Cab  Registration  No.  KIB  5243  related  to  the  meat 
exported  through  Rosslare  and  not  to  the  meat  seized; 

(iii)  the  incident  was  not  part  of  a  "carousel"  operation. 

Once  Mr  O'Broin  was  satisfied  that  the  incident  was  not  part  of  "a  carousel  operation" 
he  considered  that  the  matter  had  been  satisfactorily  dealt  with  in  the  first  instance.  There 
had  been  an  illegal  importation  of  meat  into  the  State,  it  and  the  vehicle  had  been  seized 
and  subsequently  released  upon  a  deposit  of  £10,000  being  paid,  which  sum  was  paid  by 
the  haulier  and  he  recommended  that  this  sum  be  retained  by  the  Revenue  Commis- 
sioners, which  they  did. 

Mr  O'Broin  was  satisfied  as  a  result  of  these  inquiries  that  AIBP  were  not  aware  of  the 
importation  of  the  meat  until  after  it  had  been  seized  and  were  not  involved  in  it. 

The  Tribunal  is  satisfied  that  the  incident  referred  to  in  Deputy  Rabbitte's  speech  was  not 
part  of  a  carousel  operation. 
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The  presence  in  the  trailer  of  documentation  relating  not  to  the  meat  in  the  container 
attached  thereto  but  to  the  meat  exported  to  Mid-Cornwall  Meats,  led  to  a  reasonable 
suspicion  on  the  part  of  the  Customs  authorities  that  it  might  have  been  part  of  such  an 
operation. 

This  suspicion  led  to  the  very  thorough  investigation  outlined  herein  by  Mr  O'Broin, 
whose  investigation  established  the  facts  set  forth  above. 

The  Tribunal  is  satisfied  that  this  investigation  was  not  in  any  way  hindered  by  any  person 
in  authority,  political  or  otherwise,  and  was  a  completely  independent  investigation  and 
the  recommendations  made  by  Mr  O'Broin  were  based  on  such  investigation  and  on  no 
other  basis. 

The  Tribunal  is  however,  concerned  by  the  lack  of  co-operation  with  the  Customs  & 
Excise  authorities  shown  by  Mr  Kirwan,  the  processing  manager  at  the  AIBP  Plant  in 
Cahir  and  his  attempts  to  mislead  the  officers  of  Customs  &  Excise  who  were  dealing  with 
this  incident  and  who  only  admitted  the  circumstances  of  the  incident  to  Mr  O'Broin  when 
the  facts  had  been  established  by  him  by  independent  investigation. 
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The  Department  of  Agriculture  acts  as  the  *  'Intervention  Agency* '  on  behalf  of  the  Euro- 
pean Commission  under  the  European  Communities  Act  1972. 

In  its  capacity  as  such  intervention  agency,  the  Department  of  Agriculture  operates  the 
following  EC  schemes  in  the  beef  sector: 

Intervention  Purchases,  Storage  and  Sales 

Export  Refunds 

Aids  to  Private  Storage  (APS) 

Beef  carcase  classification  scheme 

Monetary  Compensation  amounts  (MCAs) 

In  view  of  the  nature  of  the  allegations  being  inquired  into  by  the  Tribunal,  it  is  desirable 
to  summarise  very  briefly  the  workings  of  the  said  schemes. 

Intervention  is  one  of  the  main  Community  market  support  mechanisms  under  the  Com- 
mon Agricultural  Policy.  The  main  regulations  governing  same  are  Commission  Regula- 
tions 805/68,  859/89,  2173/79,  2539/84,  985/81,  2824/85,  2182/77  and  2220/85. 

Only  steer  beef  from  Carcase  Classification  Categories  U3,  U4,  R3,  R4  and  03  are  eligible 
for  Intervention  in  Ireland  (Annex  to  Commission  Regulation  859/89). 

Intervention  beef  can  be  deboned  prior  to  placing  it  in  storage  (Article  18  of  859/89). 
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Deboning  is  carried  out  only  by  those  meat  export  plants  and  approved  cutting  plants 
which  have  facilities  to  carry  out  deboning  in  accordance  with  EC  regulations  and  the 
Department  of  Agriculture's  specifications  (Article  19  of  859/89). 

Deboning  is  carried  out  on  a  contract  basis  between  the  Minister  for  Agriculture  &  Food 
and  the  contractor  (Article  19  of  859/89). 

Boning  must  be  carried  out  in  accordance  with  a  strict  specification  (Article  19,2  of  859/89) 

In  all,  eleven  different  cuts  of  meat  are  produced  and  the  deboning  contract  lays  down 
the  cutting  and  trimming  requirements,  as  well  as  the  wrapping,  boxing  and  labelling 
requirements. 

Under  Paragraph  3(e)  of  the  boning  contract  all  meat  derived  from  the  deboning,  trim- 
ming, packing  and  freezing  operations  is  the  property  of  the  Minister. 

In  addition  to  the  eleven  cuts  listed  in  the  Schedule  to  the  Boning  Contract,  the  Contract 
provides  that  identifiable  pieces  of  meat  which  are  removed  when  preparing  the  cuts 
should  be  packed  in  boxes  of  plate  and  flank  meat. 

The  contractor  is  entitled  to  keep  all  bones,  fat  and  trimmings  resulting  from  the  boning 
operation. 

The  Schedule  to  the  boning  contract  provides  that  boned  cuts  from  the  hindquarter, 
excluding  the  plate  and  flank,  may  not  have  a  fat  cover  of  more  than  1  centimetre  and 
the  visible  fat  must  not  exceed  10%  of  the  product.  The  weights  of  the  visible  fat  on  plates 

and  flanks  and  briskets  must  not  exceed  30%  of  the  product. 

*■  ■ 

Article  2  of  Commission  Regulation  No.  230/79  provides  that:— 

'The  maximum  tolerance  referred  to  in  Article  3.(2)(c)  of  Regulation  (EEC)  No 
2305/70  shall  be  1%.  It  shall  apply  to  the  difference  between  the  unwrapped  weight 
of  the  product  recorded  when  it  is  taken  over  and  the  wrapped  weight  recorded  when 
it  is  removed  from  storage, 

'This  limit  shall  apply  to  boned  meat  produced  by  boning  fore  and  hindquarters 
taken  over,  allowance  being  made  for  a  weight  loss  of  32%  as  a  result  of  the  boning. 

"In  the  deboning  contract,  the  Department  of  Agriculture  have  set  a  minimum  yield 
of  red  meat  to  be  achieved  by  the  contractor  of  68%." 

The  deboning  contractors  are  paid  on  the  basis  of  a  rate  per  kilo  which  is  reduced  where 
the  deboning  contractor  fails  to  meet  the  68 %  yield.  No  additional  fee  is  paid  for  yields 
in  excess  of  68%. 


The  beef  is  presented  in  half  carcase  form  in  accordance  with  the  standard  carcase  dressing 
specification. 

The  following  conditions  must  be  met: — 
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The  beef  must  come  from  one  of  the  5  eligible  categories. 

It  must  be  stamped  with  the  classification  grade  with  indelible  ink. 

The  animals  must  have  been  slaughtered  not  more  than  6  days  previously  (the  day  of 
slaughter  not  being  counted). 

The  beef  may  be  quartered  prior  to  weighing  but  the  two  quarters  must  be  presented. 

The  beef  is  weighed-in.in  chilled  bone-in  form.  At  this  point  the  product  becomes  the 
property  of  the  Intervention  Agency  viz  the  Department  of  Agriculture. 

The  weight,  together  with  the  carcase  number  and  classification  grade  are  recorded  on  an 
IB4  Form  (Intervention  Beef  Purchase  Record  —  Boneless  Beef). 

The  supervising  AO  is  required  to  check  weigh  at  least  10%  of  the  quarters.  The  relevant 
carcases  are  encircled  and  initialled  on  the  IB4  Form. 

When  a  form  is  completed,  the  top  copy  is  removed  by  the  official  and  the  factory  retains 
the  bottom  copy. 

Weights  and  classification  details  recorded  on  the  IB4  form  are  required  to  be  cross- 
checked against  particulars  shown  on  the  daily  classification  sheets  (Kill  Sheet),  This  sheet 
is  completed  at  the  earlier  stage  of  classification  and  records  the  carcase  number,  hot 
weight  and  classification. 

The  IB4  Certification  form  is  then  signed. 

The  quarters  are  required  to 'be  deboned  under  the  supervision  of  officials.  Meat  cuts 
produced  are  wrapped,  boxed,  weighed  and  labelled. 

During  deboning  officials  are  required  to  examine  at  least  5%  of  the  boxes  produced, 
subject  to  a  minimum  of  20  and  the  following  details  are  required  to  be  checked  to  ensure 
that:— 

(1)  The  number  of  catch  weight  cuts  marked  on  the  boxes  are  actually  in  the  boxes. 

(2)  The  weights  are  correct. 

(3)  The  markings  on  the  boxes,  including  the  lot  number,  are  present  in  the  appropriate 
places  and  are  correct  and  legible. 

(4)  The  beef  has  been  properly  cut,  wrapped  and  packed  in  accordance  with  the  speci- 
fications. 

Each  day  a  random  sample  of  boxes  of  forequarters,  plates  and  flanks  are  required  to  be 
selected  for  defatting  analysis. 

Details  of  each  box  produced  are  entered  on  an  IB7  Form  —  Boneless  Beef  Analysis 
Schedule.  This  form  is  signed  by  the  factory  representative  and  an  Official. 
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In  addition,  each  day  the  boxes  of  at  least  one  particular  cut  are  selected  by  the  Veterinary 
staff  at  random  and  the  following  check  is  required  to  be  carried  out: 

h  That  the  correct  weight  of  meat  in  each  box  of  that  cut  has  been  recorded  on  the  IB7. 

2.  That  the  cuts  are  properly  wrapped  and  prepared  (a  20%  sample  of  boxes  is  required 
to  be  reopened). 

3.  That  the  number  of  cuts  marked  at  both  ends  is  actually  present  in  the  box. 

4.  Reconciliation  of  the  total  number  of  cuts  in  all  the  boxes  of  the  catch  weight  cuts  the 
number  of  quarter/sides  actually  deboned. 

The  accuracy  of  the  scales  is  required  to  be  checked  each  day  using  a  known  weight. 

An  IB6  form  is  required  to  be  completed  in  the  Veterinary  Office  by  the  official  there. 
This  form  summarises  the  details  of  the  IB7  form,  i.e.  production  from  the  deboning  and 
after  comparison  with  the  weights  recorded  on  the  IB4  form,  shows  the  yield  of  meat 
achieved  and  placed  in  storage. 

The  top  copies  of  the  IB4  Purchase  Record  and  the  IB4  Certification  sheet  together  with 
the  IB6  and  IB7  forms  are  returned  by  the  official  to  the  Department  of  Agriculture. 

Checks  are  required  to  be  carried  out  in  the  Headquarters  of  the  Department  of  Agricul- 
ture on  the  documents  associated  with  each  intervention  purchase. 

SALE  OF  STOCK  FROM  INTERVENTION 

The  EC  Commission  in  consultation  with  the  Beef  Management  Committee  authorises 
regular  sales  of  beef  from  intervention  stock. 

The  decision  to  sell  beef  from  storage  is  based  on  the  availability  of  beef  in  both  the 
Community  and  world  markets. 

Beef  is  sold  for  a  variety  of  uses  including:— 

(1)  For  general  export  outside  the  EEC. 

(2)  For  a  special  export  to  specific  destinations. 

When  the  Commission,  in  consultation  with  the  Beef  Management  Committee,  agrees  to 
^sefrintervention  beef,  a  regulation  is  published  giving  effect  to  the  sale,  including  the 
quantities  to  be  sold,  prices,  terms  and  conditions  etc. 

Where  beef  is  sold  under  a  sale  with  specific  end-use  requirement,  the  Department  of 
Agriculture  is  responsible  for  ensuring  compliance  with  these  requirements.  Where  beef 
is  sold  for  export,  the  normal  Customs'  documentation  is  required  as  proof  of  export  from 
the  Community.  When  Intervention  beef  is  sold,  the  contracts  for  sale  are  completed 
Jb©tween  the  purchasers  and  the  Minister  for  Agriculture  &  Food  and  the  purchasers  pay 
for  the  beef  before  taking  it  over. 

A  Removal  Order  is  completed  showing  the  purchaser's  name,  description  of  product, 
weight  etc. 
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Beef  sold  for  export  must  be  removed  from  store  and  exported  in  the  same  state.  There 
are  exceptions  to  this  rule.  The  Department  can  give  permission  to  replace  torn  or  soiled 
wrapping  and  also  in  most  sales  of  boneless  product  for  export  purchasers,  may  cut  and/or 
repack  product  (Commission  Regulation  No.  2824/85). 

The  conditions  governing  this  procedure  required  that  the  beef  continues  to  be  fully  iden- 
tifiable. 

The  prior  approval  of  the  Department  of  Agriculture  is  required  for  this  operation  and 
the  work  undertaken  must  be  done  under  the  supervision  of  Department  Officials.  When 
the  repackaging  is  completed  the  Department  Official  prepares  a  "repackaging  certificate*' 
certifying  that  beef  has  been  repackaged.  The  Official  then  prepares  a  further  Removal 
Order  certifying  the  removal  of  the  product,  the  container  number  and  the  relevant  seal 
number. 

AIDS  TO  PRIVATE  STORAGE  (APS) 

This  scheme  is  a  market  support  measure  which  can  be  introduced  when  cattle  prices  are 
low  and  the  market  has  a  surplus  of  beet 

The  scheme  operates  on  the  basis  of  removing  the  product  off  the  market  for  a  limited 
period  and  is  normally  introduced  in  the  Autumn  period  when  very  large  numbers  of 
summer  fattened  cattle  come  on  the  market. 

Under  APS  the  beef  remains  the  property  of  the  trader  and  the  trader  retains  complete 
discretion  on  the  disposal  method  when  a  minimum  storage  period  has  elapsed, 

{The  main  regulations  governing  APS  are  Commission  Regulations  Nos.  1091/80,  2965/89 
and  2220/85. 

Under  this  scheme  beef  producers  enter  into  contract  with  the  Minister  for  Agriculture 
and  Food  to  place  beef  in  store  for  a  minimum  specified  storage  period. 

At  the  end  of  the  said  period  the  amount  of  aid,  which  is  fixed  in  advance,  is  paid  to  the 
storers.  The  aid  can  also  in  certain  circumstances  be  paid  in  advance  subject  to  the  provi- 
sion of  securities  fixed  by  regulation. 

One  of  the  features  of  the  APS  scheme  is  that  it  allows  traders  to  qualify  for  storage 
payments  while  the  product  can  be  simultaneously  placed  under  a  Customs  export  ware- 
housing regime  (Article  5  of  3445/90).  This  permits  a  product  to  be  stored  for  up  to  six 
months  prior  to  the  product  actually  leaving  the  store.  It  also  provides  for  the  advance 
payment  of  the  appropriate  level  of  export  refund  subject  again  to  the  provision  of  the 
relevant  levei  of  guarantee  security. 

The  Department  of  Agriculture  supervises  all  APS  beef  production,  deboning,  trans- 
porting and  storage  operations.  Beef  in  private  storage  must  be  produced  and  stored  in  EC 
approved  slaughter  premises  and  stores  which  have  a  permanent  presence  of  Department 
Officials. 
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The  operator  must  lodge  a  security  with  his  contract  application  to  ensure  compliance 
with  the  conditions  of  the  contract.  This  security  is  returned  to  the  operator  upon  the 
proper  completion  of  the  storage  contract. 

A  formal  contract  is  entered  into  between  the  intervention  agency  and  the  operator.  An 
individual  identification  number  is  assigned  to  each  contract  and  all  product  produced 
under  the  contract  and  all  the  associated  documentation  must  bear  this  number.  The 
minimum  number  contract  quantity  is  15  tonnes.  There  is  no  maximum  quantity.  If  an 
operator  withdraws  his  application  for  a  contract  the  security  is  forfeited. 

The  contract  imposed  the  following  obligations  on  the  contractor; 

(i)  the  production  and  storage  of  the  agreed  quantity  of  beef  within  the  time  limits 
set  and  in  accordance  with  the  conditions  set  out  in  the  regulations  and  the 
Departments  instructions. 

(ii)  Leaving  the  product  in  store  for  a  minimum  storage  period  and  not  altering  or 
exchanging  the  beef  whilst  in  store. 

(iii)  Properly  completing  all  supporting  documentation. 

(iv)  Permitting  the  Department  at  all  times  to  check  that  all  the  obligations  laid  down 
in  the  contract  are  being  observed. 

The  APS  Regulations  specifically  require  that  all  meats  placed  in  private  storage  must  be 
classified  in  accordance  with  the  Community  Carcase  Classification  System, 

However  all  grades  are  eligible;  the  Classification  Officer  affixes  labels  to  the  sides  giving 
the  classification  and  these  labels  must  remain  on  the  carcases  until  the  product  is  either 
deboned  or  exported. 

The  beef  is  taken  under  APS  control  in  chilled  bone-in  form.  Before  the  product  is  physic- 
ally placed  in  store  it  can  be  cut/deboned.  There  are  conditions  which  must  be  met  when 
APS  beef  is  deboned  (Article  4  of  3445/90  and  Article  4  of  2965/89). 

The  decision  to  debone  the  beef  is  at  the  discretion  of  the  contractor. 
When  beef  is  deboned  the  rules  are:— 

(1)  The  beef  must  be  weighed  into  the  boning  hall  in  a  chilled  state. 

_t2)  Only  meat  produced  from  the  carcases  weighed  in  under  a  contract  may  be 
deboned  and  stored  under  that  contract. 

(3)  All  the  meat  produced  from  the  deboning  operation  must  be  stored. 

(4)  A  minimum  deboning  yield  of  67%  must  be  achieved,  otherwise  no  aid  is  payable. 
The  yield  is  the  ratio  of  the  weight  of  meat  obtained  to  the  weight  of  the  original 
bone-in  product;  a  maximum  yield  of  75%  is  also  set  in  the  Regulation.  At  the 
75%  yield  level,  full  aid  is  payable  on  the  beef.  If  the  yield  falls  below  75%  a 

-  --  proportional  deduction  in  aid  is  made.  No  additional  meat  can  be  employed  to 
bring  up  the  yield. 

(5)  The  large  tendons,  cartilages,  pieces  of  fat,  lean  trimmings  and  other  scraps  left 
over  from  deboning  cannot  be  placed  in  storage. 
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Beef  must  be  placed  in  storage  in  accordance  with  criteria  set  by  the  Department 
of  Agriculture. 

These  requirements  are  to  ensure  that 

(1)  the  beef  is  readily  identifiable  by  contract  and 

(2)  it  can  be  physically  inspected  to  confirm  its  presence  and  to  ensure  that  it  has  not 
been  altered  in  any  way. 

(3)  an  adhesive  label  in  the  form  as  described  by  the  Department  which  indicates 
that  the  product  is  under  APS  control  and  the  contract  number  is  given. 

APS  meat  in  a  cold  store  must  bear  a  label  on  each  side  which  shows 

(1)  The  APS  contract  number. 

(2)  The  date  into  storage. 

(3)  The  number  of  boxes  or  quarters  on  the  pallet, 

(4)  The  type  of  cut, 

(5)  The  relevant  store  intake  docket  number. 

Pallets  contain  meat  from  one  contract  only.  These  labels  and  marks  must  remain  on  the 
product  throughout  the  period  it  is  under  APS  control. 

The  deboning  operation  is  supervised  by  officials.  The  beef  is  boned  to  the  contractors 
own  specification  because  at  all  times  it  remains  his  property. 

Export  Refunds 

Market  prices  in  the  EEC  are  significantly  higher  than  those  on  the  world  market.  To 
facilitate  the  trade  of  community  products  on  world  markets  subsidies  known  as  export 
refunds  are  paid  to  the  exporters.  These  export  refunds  compensate  for  the  difference 
between  prices  on  the  world  market  and  prices  in  the  community.. 

In  the  beef  sector  alone  Ireland  makes  payments  of  around  £250  million  annually  in  export 
refunds,  although  within  that  average  the  amount  expended  can  vary  widely  from  year  to 
year. 

The  rates  of  refund  and  the  countries  to  which  they  apply  are  fixed  regularly  by  the  EC 
Commission  in  conjunction  with  the  Beef  Management  Committee,  The  rates  are  fixed 
by  the  adoption  of  a  Commission  Regulation  which  is  published  in  the  Official  Journal  of 
the  Communities. 

The  Granting  of  Export  Refunds  is  subject  to  a  number  of  regulations  made 
by  the  Council  of  the  EEC  and  the  Commission  and  the  most  important  of  these  are 
Commission  Regulations  3665/87,  Regulation  565/80,  Regulation  2220/85,  32/82  and  Regu- 
lation 1964/82. 

The  calculation  of  refund  depends  on  three  factors,  destination,  type  of  beef  being 
exported  and  date  of  export. 
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In  general  different  rates  of  refund  are  payable  according  to  whether  the  beef  is: 

fresh/chilled  or  frozen, 
male  or  female, 

presented  as  sides,  hindquarters  or  forequarters, 
bone-in  or  boneless. 

The  rate  payable  reflects  the  perceived  value  of  the  product.  Consequently  fresh  beef 
attracts  a  higher  refund  than  frozen.  Beef  from  male  animals  attracts  a  higher  rate  than 
beef  from  female  cattle  and  the  rates  payable  on  hindquarter  beef  exceed  those  for  fore 
quarter  beef  and  the  rates  for  boneless  beef  are  higher  than  those  for  bone-in  beef. 

The  classification  of  goods  for  export  refund  purposes  is  carried  out  in  accordance  with 
general  interpretative  rules  and  in  Ireland  the  Custom  Authorities  are  the  competent 
authorities  to  interpret  the  export  refund  nomenclature  classification. 

There  is  no  differentiation  of  refund  according  to  the  carcase  classification  of  the  animal. 

The  beef  must  fall  within  a  category  defined  as  eligible  for  refunds  and  it  must  be  exported 
to  a  third  country  to  which  refunds  are  fixed. 

In  addition  to  these  there  are  other  criteria  which  must  be  met: 

The  beef  must  be  of  sound  and  fair  marketable  quality  and  fit  for  human  consump- 
tion. 

It  must  be  placed  under  Customs  control  with  a  view  to  export. 
It  must  leave  the  Community  within  prescribed  time  limits. 

It  must  be  placed  on  the  market  of  an  eligible  non  EC  country  within  a  prescribed 
time  limit. 

Proof  of  export  and  import  must  be  supplied  within  prescribed  time  limits. 
Placing  of  Beef  under  Customs  Control 

Beef  may  be  placed  under  Customs  Control  prior  to  export  either  in  a  Custom  warehouse 
or  in  the  traders  own  premises.  It  can  also  be  placed  under  control  at  the  point  of  export. 

The  majority  of  beef  exporters  avail  of  the  Customs  warehousing  procedure  which  is 
detailed  in  Council  Regulation  No.  565/80. 

It  provides  in  Article  5  for  advanced  payment  of  the  refund  subject  to  provision  of  a 
security  as  soon  as  the  trader  has  placed  the  beef  in  an  approved  warehouse  under  Cus- 
toms control.  The  beef  can  remain  in  the  warehouse  for  up  to  six  months  and  upon 
removal  the  trader  has  a  further  60  days  to  effect  export  from  the  EC. 

Prior  to  placing  exports  under  Custom  control,  the  exporter  must  first  obtain  the 
'"approved  consignor"  status  from  Customs  and  Excise. 

To  obtain  this  approval  exporters  must  lodge  a  number  of  undertakings  with  Customs  and 
the  bona  fides  of  the  exporter,  the  premises  and  undertakings  are  vetted  by  Customs. 
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Approved  consignors  are  obliged  to  maintain  records  of  a  high  standard  open  to  inspection 
by  Customs. 

Customs  are  presented  with: 

(a)  An  AP  form  (advanced  payment  declaration.) 

This  form  is  in  two  parts  and  gives  full  details  of  the  beef,  that  is  quantity,  product 
tax  and  intended  destination. 

(b)  C  and  E  977  form. 

This  is  a  register  of  CAP  goods  placed  under  control  prior  to  export.  In  the  case 
of  boneless  beef  this  form  must  be  supported  by  boning  hall  production  sheets. 

The  entries  on  these  forms  are  verified  by  Customs  and  Excise.  If  they  are  satisfied  a  copy 
of  the  AP  form  is  signed  and  stamped  and  despatched  to  the  Department  of  Agriculture 
for  calculation  and  issue  of  payment. 

When  the  warehousing  period  is  completed  the  beef  is  placed  under  Customs  Export 
Control  in  which  the  exporter  has  60  days  to  effect  physical  export  of  the  product. 

The  exporter  must  send  in  in  advance  for  Customs  a  C  &  E  978  form  which  is  a  declaration 
of  CAP  products  for  export. 

A  declaration  and  control  (D  and  C)  form  must  also  be  completed  and  presented. 

This  gives  full  particulars  of  the  beef  (quantities,  production  description,  codes  etc)  and  is 
cross  referenced  through  serial  numbers  to  the  relevant  AP  forms. 

A  Control  Form  T5  is  required  when  the  beef  transits  through  another  Member  State  en- 
route  to  the  third  country.  This  form  is  cross  referenced  with  the  relevant  D  and  C  Forms. 
It  travels  with  the  consignment  and  is  surrendered  to  the  Customs  Authorities  of  the 
Member  States  from  which  the  beef  exits  from  the  Community. 

These  Customs  authorities  complete  the  declaration  of  the  T5  that  the  beef  has  left  the 
Community  and  the  endorsed  T5  is  returned  to  Irish  Customs  who  in  turn  forward  same 
to  the  Department  of  Agriculture. 

The  single  administrative  document  (SAD)  which  is  the  normal  Customs  export  declara- 
tion must  be  lodged  with  Customs. 

It  is  clear  that  the  Customs  and  Excise  authorities,  as  the  competent  authorities  to  inter- 
pret the  export  refund  nomenclature  classification  have  an  important  role  in  the  control 
of  exports  and  in  the  working  and  control  of  the  export  refund  system. 

This  control  is  exercised  through  a  combination  of  physical  and  documentary  checks  which 
are  carried  out  at  meat  plants  and  cold  stores  throughout  the  country  and  at  export 
locations. 
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Customs  and  Excise  authorities  do  not  maintain  a  permanent  presence  at  meat  plants  or 
cold  stores.  The  control  is  exercised  by  means  of  visits  and  spot  checks  at  these  premises. 
They  do  however  have  a  full-time  presence  at  ports  and  other  export  points. 

The  role  of  the  Department  of  Agriculture,  the  controls  exercised  by  them  and  the  action 
taken  by  the  Department  when  the  irregularities  are  uncovered  are  set  forth  in  detail  in 
a  previous  chapter. 
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1986  APS  Scheme  and 
Waterf ord/B  allymun 


The  1986  APS  Scheme  was  governed  by  Regulation  EEC  No.  2651/86  which  set  out  the 
specific  details  and  conditions  of  the  scheme. 

The  1986  Scheme  began  on  1st  September  1986  and  traders  were  entitled  to  submit 
applications  to  store  beef  under  the  terms  of  that  Scheme  until  the  10th  October  1986. 

Waterford 

Anglo  Irish  Beef  Processors  Ltd  (hereinafter  referred  to  as  AIBP  was  an  "approved  con- 
signor'*  and  so  approved  by  the  Revenue  Commissioners,  whose  beef  was  processed  at 
the  premises  of  AIBP  (Carlow)  Exports  Ltd  at  Christendom,  Ferrybank,  Waterford  and 
stored  in  premises,  the  property  of  Autozero  Ltd,  trading  as  Waterford  Cold  Store  of  the 
same  address.  These  latter  premises  were  approved  by  the  Revenue  Commissioners  as  a 
CAP  Warehouse. 

Beef  was  placed  under  Customs  control  at  this  CAP  warehouse  in  accordance  with  the 
APS  Scheme  in  1986.  70,000  cartons  of  beef,  produced  at  AIBP  Waterford  were  stored  in 
the  Waterford  Cold  Store  and  simultaneously  placed  under  Customs  Control  and  export 
refunds  in  the  sum  of  £2,289,000  were  advance  paid  against  securities  lodged. 

On  the  26th  day  of  November  1986  Richard  B,  Hanrahan,  an  Officer  of  Customs  &  Excise 
visited  the  Waterford  Cold  Store  to  check  a  bond  belonging  to  AIBP.  The  bond  selected 
for  examination  was  Bond  No.  716  which  related  to  the  production  for  the  25th  of  Nov- 
ember 1986  and  related  to  464  cartons  of  boneless  beef. 

He  had  obtained  from  Anglo  Irish  Beef  Processors  the  production  records  required  to  be 
kept  and  made  available  for  this  bond. 
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He  attempted  to  compare  the  individual  weights  on  the  cartons  with  the  individual  weights 
on  the  production  records  and  had  great  difficulty  in  so  doing  and  eventually  abandoned 
the  attempt. 

On  the  following  day  he  informed  Sean  P  O'hOdhrdin,  Higher  Officer  of  Customs  & 
Excise  of  his  difficulty. 

On  the  12th  day  of  September,  1986,  Sean  R  O'Briain,  an  Officer  of  Customs  &  Excise, 
during  the  course  of  a  visit  to  Autozero  Ltd.,  examined  Bond  No.  695  which  related  to 
production  on  the  18th  day  of  November  1986  and  noted  that  the  total  of  the  weights 
marked  on  the  cartons  of  shins  did  not  agree  with  the  stated  weight. 

He  informed  S  P  O'hOdhrain,  Higher  Officer,  of  the  situation. 

Mr  O'hOdhrain,  then  immediately  went  to  Autozero  Ltd  and  obtained  the  production 
records  for  Bond  No.  695  from  AIBP. 

They  checked  the  weights  on  the  cartons  and  the  bonded  weights.  This  disclosed  an  over- 
declaration  of  583  kilograms. 

On  the  15th  day  of  December  1986  Mr  O'hOdhriin  and  Mr  O'Briain  informed  Mr 
O'Braonain,  who  was  the  Surveyor  of  the  Customs  &  Excise  District  of  Waterford  of  their 
suspicions  that  there  were  serious  discrepancies  between  the  actual  weight  of  cartons  being 
placed  under  Customs  control  under  Article  5  of  Commission  Regulation  (EEC)  No. 
565/80  and  that  declared  to  be  in  the  cartons. 

Having  discussed  the  matter  in  some  detail  Mr  O'Braonain  instructed  Mr  O'hOdhrain 
and  Mr  O'Briain  to  extend  their  checking  and  report  to  him. 

Under  Mr  O'hOdhrain's  supervision,  the  Waterford  Customs  &  Excise  staff  continued 
checks  of  AIBP  beef  products  in  Autozero  Ltd  until  the  23rd  day  of  December  1986. 

During  that  period  they  check  weighed  4,000  cartons  to  ensure  the  accuracy  of  the  weights 
on  the  cartons. 

On  the  24th  day  of  December  1986  Mr  O'Braonain  and  Mr  O'hOdhrain  met  with  Mr 
Gerry  Thornton,  representing  AIBP  in  the  AIBP  offices  in  Waterford.  Mr  Thornton  had 
become  aware  of  the  investigation  being  carried  out  by  Customs  &  Excise  officials.  He 
admitted  to  Mr  O'Braonain  and  Mr  O'hOdhrain  that  there  was  a  problem  with  the  weights 
bonded.  He  informed  them  that  the  Boning  Hall  at  AIBP  (Carlow)  Export  Ltd  was  leased 
to  Mr  Eamon  Mackle  and  that  everyone  in  the  Boning  Hall  was  employed  by  Mr  Mackle, 
who  was  boning  the  beef  for  Anglo  Irish  Beef  Processors  Ltd  on  a  contract  basis. 

He  stated  that  AIBP  placed  the  onus  on  Mr  Mackle  to  achieve  specific  yields  from  the 
cattle  slaughtered,  but  that  they  did  not  conduct  any  check  on  Mr  Mackle 's  operation  to 
verify  that  the  yields  claimed  by  Mr  Mackle  were  accurate. 
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He  informed  them  that  he  had  been  informed  on  the  previous  day  by  Mr  Mackle  that  he 
was  having  difficulty  achieving  yields  and  that  he  had  increased  the  weight  on  production 
records  to  give  the  impression  that  the  required  yields  had  been  achieved. 

Mr  Thornton  was  informed  that  the  investigation  would  continue  until  the  full  extent  of 
the  over-declarations  were  quantified  in  line  with  normal  Customs'  procedures. 

The  Waterford  Customs  &  Excise  Staff  under  the  supervision  of  Mr  O'Braondin  and  Mr 
O'hOdhrain  continued  their  investigation  on  the  5th,  6th  and  7th  days  of  January  1987 
and  during  that  period  examined  11,719  cartons  during  loading  for  export. 

Details  of  the  discrepancies  found  on  the  examinations  on  that  date  were  submitted  to 
the  Surveyor  of  the  Waterford  Customs  &  Excise. 

Prior  to  the  19th  day  of  January  1987,  it  was  decided  that  due  to  the  scale  of  the  investi- 
gation required  and  the  demands  on  the  Customs  &  Excise  staff  levels,  AIBP  should  be 
requested  to  provide  personnel  for  the  purpose  of  listing  the  carton  weights. 

AIBP  agreed  to  this  proposal  and  provided  10  of  their  employees  for  this  purpose. 

These  employees  were  required  to  list  the  weight  of  each  carton  on  the  pallets  and  the 
listing  was  spot  checked  by  Customs  &  Excise  officials  before  the  beef  was  loaded  for 
export. 

In  the  early  afternoon  of  the  19th  January  1987  it  was  observed  by  Mr  O'Briain  and 
another  officer  that  the  weights  written  on  one  carton  on  a  pallet  appeared  to  have  been 
altered  by  changing  21  kilograms  to  27  kilograms.  The  carton  was  weighed  and  revealed 
the  correct  weight  to  be  21  kilograms,  When  Mr  O'hOdhrain  and  Mr  O'Braonain  learnt 
of  this,  they  immediately  terminated  all  involvement  by  the  employees  of  AIBP  in  the 
listing  of  carton  weights. 

All  cartons  due  for  export  on  the  19th  day  of  January  1987  were  subsequently  examined 
and  check  weighed  and  it  was  discovered  that  the  weights  of  17  cartons  had  been  similarly 
altered.  In  the  case  of  15  of  these  cartons  the  weight  had  been  changed  from  21  kilograms 
to  27  kilograms,  in  one  from  20  kilograms  to  26  kilograms  and  in  the  other  the  weight  had 
been  increased  by  6  kilograms. 

The  discrepancies  in  the  weights  discovered  during  the  examination  of  the  beef  being 
exported  on  the  19th  day  of  January  1987  were  communicated  to  the  relevant  Customs  & 
Excise  authorities. 

On  the  3rd  day  of  February  1987,  14  cartons  of  boned  beef  (plate  cuts)  from  different 
APS  contracts  were  thawed  for  the  purpose  of  examining  the  beef  therein. 

On  the  9th  day  of  February  1987,  in  the  presence  of  Mr  O'Braonain,  Mr  Dermot  Ryan  of 
the  Department  of  Agriculture,  Mr  James  Fairbairn  and  Mr  Don  O'Brien  of  AIBP,  the 
thawed  beef  was  examined. 
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In  the  case  of  6  cartons  examined,  a  sizeable  amount  of  trimmings  had  been  packed  within 
each  cut  contained  in  the  cartons.  Trimmings  are  not  eligible  for  APS  purposes  nor  are 
they  entitled  to  export  refunds. 

On  the  9th  day  of  February  1987  a  further  25  cartons  were  selected  for  thawing  from  three 
further  APS  contracts. 

On  the  13th  day  of  February  1987,  again  in  the  presence  of  Mr  O'Braon&n  and  Mr 
O'hOdhrain  and  Mr  Fairbairn,  Mr  O'Brien  and  Mr  Ryan,  the  25  cartons  in  question  were 
examined. 

It  was  found  that  of  the  25  cartons,  20  contained  a  sizeable  amount  of  trimmings  within 
the  internal  cuts. 

The  trimmings  found  in  10  individual  cartons  were  then  weighed,  and  of  the  total  weight 
of  the  10  cartons  —  246.7  kilograms  —  the  weight  of  trimmings  was  found  to  be  38.08 
kilograms,  representing  15.43%  thereof. 

Mr  Fairbairn  conceded  that  there  were  indeed  trimmings  included  in  the  cartons  in  ques- 
tion and  alleged  that  the  trimmings  had  been  included  without  the  knowledge  of  AIBP. 

As  it  was  eventually  agreed  by  AIBP  that  the  findings  of  trimmings  in  27  out  of  39  cuts 
of  plate/flank  was  representative  of  the  entire  1986  production  of  plate/flank,  it  was  not 
considered  necessary  to  thaw  out  any  further  cartons  of  Plate  and  Flank. 

This  was  eventually  confirmed  by  letter  in  writing  from  Mr  Fairbairn,  dated  31st  July  1987 
wherein  he  stated  that:— 

4<We  herein  confirm  that  on  foot  of  your  findings  we  would  accept  the  result  as 
regards  defects  and  the  degree  thereof  to  be  representative  of  the  plate  cuts  presently 
held  in  warehouse  at  Waterford  cold  store". 

From  the  22nd  January  1987  until  16th  February  1987  the  investigation  was  carried  on  by 
members  of  the  Customs  &  Excise  staff  assisted  by  staff  from  the  Department  of  Agricul- 
ture &  Food. 

A  quantity  in  excess  of  60,000  cartons  were  examined  during  this  investigation. 

This  investigation  disclosed  that  the  net  weight  marked  on  cartons  were  correct  but  dis- 
crepancies by  way  of  inflated  weights  to  relevant  C&E  977  forms  were  found  in  respect 
of  57,767  cartons  of  beef  under  Customs'  control  and  to  1,308  cartons  of  shin  beef,  which 
Were  not  placed  under  Customs'  control  but  which  were  part  of  APS  contracts. 


>7  cartons  of  beef  under  Customs'  control,  45,789  cartons  were  APS  beef  and 


11,^  cartons  were  non-APS  beef. 

The  computation  of  the  discrepancies  led  to  the  conclusion  that  30,607.9  kilograms  of  non- 
existent beef  was  placed  under  Customs'  control  and  that  there  was  a  shortage  of  1,031.4 
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kilograms  in  the  shin  beef  which  was  part  of  the  APS  contracts  but  not  under  Customs' 
control 

In  addition  it  was  concluded  that  in  the  6,800  cartons  of  plate  and  flank,  there  was  included 
an  average  of  3.8  kilograms  per  carton  of  trimmings  which  was  not  eligible  for  either  APS 
or  Export  Refunds. 

Ballymun 

95,977  cartons  of  beef  of  a  total  weight  of  2,639,003.7  kilograms  was  placed  under  Customs' 
control  at  a  CAP  warehouse  at  Autozero  Ltd.,  Cabra  in  the  City  of  Dublin  and  a  number 
of  other  cold  stores  under  the  said  1986  APS  scheme  and  simultaneously  placed  under 
Customs'  control 

Export  Refunds  in  the  sum  of  £3,972,000  were  advance  paid  against  securities  lodged. 

On  the  4th  day  of  March  1987  Thomas  MacCraith,  a  Higher  Officer  of  Customs  &  Excise 
carried  out  a  full  examination  of  182  cartons  of  beef  placed  under  Customs'  control  by 
AIBP  which  had  been  produced  at  their  plant  at  Cloghran  in  the  County  of  Dublin  and 
stored  at  Autozero  Ltd.,  Cabra,  Dublin.  From  such  examination  he  established  an  over- 
declaration  of  weights. 

On  the  9th  and  10th  day  of  March  1987  he  carried  out  full  examination  of  973  cartons  of 
beef  produced  by  Anglo  Irish  Beef  Processors  Ltd  and  stored  at  Hibernia  cold  store, 
Sallins  in  the  County  of  Kildare. 

Again  he  established  from  such  an  examination  an  over-declaration  of  weights. 

Between  March  1987  and  June  1987,  Mr  MacCraith  supervised  the  examination  and  check- 
ing of  a  further  64,326  cartons  of  beH  placed  under  Customs'  control  by  AIBP  and  stored 
in  various  cold  stores. 

All  the  beef  referred  to  was  boned  out  at  AIBP  at  Cloghran  in  the  County  of  Dublin. 

This  investigation  which  was  a  very  detailed  and  intensive  one,  disclosed  that  of  the  95,977 
cartons  placed  under  Customs'  control,  33,100  had  been  exported  prior  to  the 
investigation. 

The  cartons  still  in  stock  were  stored  in  the  following  cold  stores: — 

(1)  Anglo  Irish,  Cloghran,  Co  Dublin 

(2)  Autozero,  Cabra,  Dublin 

(3)  Transfreeze,  Santry,  Dublin 

(4)  Eirfreeze,  East  Wall,  Dublin 

(5)  Irish  Cold  store,  Tallaght,  Dublin 

(6)  QK,  Naas,  Co  Kildare 

(7)  Hibernia  Meats,  Sallins,  Co  Kildare 
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(8)  Norish  Food  City,  Castleblayney,  Co  Monaghan 

(9)  Norish,  Kilkenny 

(10)  Cahir  Cold  Store,  Cahir,  Co  Tipperary 

(11)  Hanley's,  Rooskey,  Co  Roscommon. 

The  physical  check  of  the  cartons  in  the  Dublin  Cold  Stores  was  carried  out  by  CAP 
Control  Station  staff,  assisted  at  various  stages  by  other  officers  provided  for  this  purpose. 

The  physical  check  of  the  cartons  in  cold  stores  located  outside  the  Dublin  area  was 
carried  out  by  the  local  staff  and  a  report  of  their  findings  forwarded  to  Head  Office.  The 
Department  of  Agriculture  also  supplied  a  number  of  Agricultural  Officers  to  assist  in 
this  task  during  part  of  this  investigation. 

The  findings  were  correlated  in  Head  Office  and  the  full  quantification  thereof  completed 
of  all  beef  produced  by  AIBP  at  their  plant  in  Cloghran  Co  Dublin  during  the  period 
October  '86  to  February  '87. 

Most  of  this  beef  (95,977  cartons)  was  produced  in  the  period  October/November  1986 
under  APS  contract  and  the  remaining  1,827  cartons  were  produced  after  the  APS  system 
ended. 

Only  62,877  cartons  of  APS  beef  was  examined  as  the  balance  had  been  exported  by  the 
time  the  irregularity  was  detected. 

This  investigation  disclosed  that  in  the  62,877  cartons  of  beef  examined,  there  was  an 
over-declaration  of  70,285.4  kilograms,  representing  a  percentage  of  4.2. 


Applying  that  to  the  cartons  of  beef  which  had  been  exported  prior  to  the  beginning  of 
the  investigation,  and  assuming  as  the  Customs  &  Excise  did  that  similar  proportionate 
discrepancies  would  exist  in  regard  thereto,  it  was  assumed  that  there  was  an  over-declara- 
tion of  36,525.44  kilograms,  representing  a  total  over-declaration  of  weights  in  the  amount 
of  106.8  tonnes. 


In  the  course  of  the  examination  of  meat  produced  by  AIBP  at  their  plant  at  Cloghran, 
there  was  no  evidence  of  the  inclusion  of  any  trimmings  in  the  cartons  of  beef  placed  under 
Customs'  control  and  the  irregularities  discovered  related  solely  to  over-declarations  of 
weights  in  the  production  records. 


Despiteiiitensive  investigations,  no  irregularities  were  discovered  as  a  result  of  the  exam- 
ination of  The  records  of  any  plant  operated  by  AIBP  other  than  the  irregularities  disco- 
vered in  respect  of  the  production  at  Waterford  and  at  Cloghran.  Despite  an  extensive 
Scrutiny,  the  records  held  by  AIBP  at  Ravensdale,  the  headquarters  of  AIBP,  did  not 
disclose  any  of  the  irregularities  discovered  in  Dublin  and  Waterford. 
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The  actual  physical  examination  of  cartons  took  place  in  two  phases:— 
Phase  1 

Cartons  were  examined  as  they  were  being  taken  out  of  cold  store  for  delivery  in  con- 
tainers to  the  place  of  exportation.  This  phase  took  place  in  two  stages,  one  involving  the 
shipment  of  6  container  loads  in  early  March  1987  and  the  second  stage,  a  complete 
shipload  in  April  1987. 

Phase  2 

AIBP  agreed  to  have  the  remaining  cartons  still  in  store  after  Phase  1  taken  out  onto  the 
loading  bays  for  physical  examination  and  then  re-deposited  in  the  cold  store.  This  exer- 
cise took  place  during  May  and  June  1987. 

When  the  amount  over-declared  in  Waterford,  namely  30,607.9  kilograms,  is  taken  into 
account,  the  total  over-declaration  of  weights  in  respect  of  beef  processing  at  the 
Waterford  and  Cloghran  plants  amounts  to  137,418.74  kilograms,  i.e.,  137.418  tonnes. 

In  respect  of  beef  processed  at  Cloghran,  a  total  of  82  cartons  of  "plate  and  flank"  were 
selected  at  random  and  thawed  out  for  examination  to  ascertain  if  trimmings  had  been 
included.  No  irregularities  were  found. 

All  records  relating  to  the  production  of  beef  for  AIBP  International  Ltd.  for  the  period 
under  investigation  were  called  for  and  produced  from  AIBP  Ltd.,  Nenagh  and  AIBP 
Ltd,  Cahir. 

A  detailed  examination  of  these  records  was  carried  out  and  did  not  reveal  any  irregu- 
larities. » 

A  detailed  examination  of  the  records  of  AIBP  held  at  their  office  at  Ravensdale  did  not 
disclose  any  information  in  relation  to  the  weight  irregularities  at  Dublin  (Cloghran)  and 
Waterford  factories. 

The  only  irregularities  occurred  at  Waterford  and  Cloghran  where  the  boning  was  carried 
out  on  behalf  of  AIBP  Ltd.  by  Daltina  Traders  Ltd. 

Daltina  Traders  Ltd  was  a  company  incorporated  in  October  1985  by  Eamon  Mackle  for 
the  purpose  of  carrying  out  deboning  operations  for  AIBP  at  Cloghran. 

Prior  thereto,  these  operations  had  been  carried  out  by  a  company  called  Dubned  Exports 
Ltd.,  of  which  Liam  Marks  was  a  director  and  which  employed  Mr  Mackle  as  manager. 

By  agreement  between  Mr  Mackle  and  Mr  Marks,  Daltina  Traders  Ltd  took  over  the 
work  previously  being  carried  out  by  Dubned  Exports  Ltd  at  Cloghran  and  thereafter 
AIBP  were  invoiced  by  Daltina  Traders  Ltd  with  the  costs  thereof.  In  or  about  the  month 
of  August  1986,  Mr  Mackle,  on  behalf  of  Daltina  Traders  Ltd  agreed  with  AIBP  to  set 
up  a  deboning  operation  at  AIBP  premises  at  Waterford,  to  supply  the  necessary  boners 
and  be  responsible  therefor. 
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Their  arrangement  with  regard  to  Cloghran  was  to  continue  and  Mr  Mackle  appointed 
Mr  Marks  to  manage  and  supervise  same  as  he  (Mr  Mackle)  would  be  required  to  spend 
most  of  his  time  in  Waterford. 

All  these  agreements  and  arrangements  were  verbal 

The  deboning  of  beef  in  respect  of  the  1986  scheme  at  Waterford  and  Cloghran 
(Ballymun)  was  carried  out  by  employees  of  Daltina  Traders  Ltd  and  the  boning  hall 
production  records  were  required  to  be  kept  by  their  employees,  Joe  Devlin  in  Waterford 
and  Ray  Watson  in  Cloghran. 

These  records  provided  the  basis  for  the  boning  hall  production  sheet  which  were  required 
to  support  the  C&E  977  form  which  were  prepared  and  submitted  by  AIBP  staff. 

The  declarations  in  respect  thereof  were  made  by  AIBP. 

At  all  times  the  management  of  AIBP  disavowed  all  knowledge  of  the  irregularities  disco- 
vered during  the  investigation  and  attributed  sole  responsibility  therefor  to  Daltina 
Traders  Ltd  who  carried  out  the  deboning  operations  and  provided  the  details  of  the 
production. 

On  the  13th  April  1987,  Mr  Healy  of  the  CAP  Division  of  the  Revenue  Commissioners, 
wrote  to  Mr  D  Russell  of  the  FEOGA  division  of  the  Department  of  Agriculture  as 
follows: — 

"I  am  directed  by  the  Revenue  Commissioners  to  refer  to  the  beef  irregularity  found 
in  Anglo  Irish  bondings  in  Waterford  and  to  state  that  as  far  as  the  Commissioners 
are  concerned,  there  is  no  reason  for  prolonging  their  investigation,  and  if  you  have 
no  objection  they  would  regard  the  inquiry  as  concluded  at  this  stage.  If  Anglo  Irish 
now  proceeded  to  export  the  beef,  except  the  plates  and  flanks,  the  exportation  would 
be  entitled  to  be  documented  in  the  ordinary  way. 

"The  remaining  problems  concerning  the  plates  and  flanks  cannot  finally  be  decided 
until  such  time  as  both  your  Department  and  Anglo  Irish  clarify  your  respective 
requirements. 

"For  example,  if  you  were  to  decide  to  refuse  any  payment  for  these  cuts  and  Anglo 
Irish  were  to  acquiesce,  then  they  could  be  exported.  If  Anglo  Irish  were  not  to  agree, 
then  we  would  have  to  carry  out  further  sampling. 

"It  is  envisaged  that  your  Department  would  deal  with  the  financial  aspects  of  the 
remaining  cuts/' 

While  the  investigation  in  respect  of  Waterford  was,  at  that  stage,  completed,  the  investi- 
gation in  respect  of  the  APS  scheme  at  Cloghran  was  still  in  progress. 

Though  the  investigation  was  completed  in  respect  of  Waterford,  one  serious  problem 
remained  outstanding  with  regard  to  the  results  thereof. 

This  related  to  the  boxes  of  plate  and  flank  which  had  been  placed  under  Customs*  control. 
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A  sampling  of  these  boxes  had  been  thawed  out  and  the  presence  of  trimmings,  which 
were  neither  eligible  for  export  refund  or  APS  had  been  discovered.  Unless  AIBP 
accepted  the  findings  in  respect  of  those  cartons  as  being  representative  of  the  entire  of 
the  boxes  of  plate  and  flank,  the  thawing  of  a  considerable  number  of  other  boxes  or 
cartons  would  be  required. 

A  number  of  meetings  were  held  between  representatives  of  the  CAP  Division  of  the 
Revenue  Commissioners,  the  Department  of  Agriculture  and  AIBP  for  the  purpose  of 
discussing  this  problem  and  securing  a  solution  thereto. 

AIBP  were  anxious  to  have  the  matter  dealt  with  as  quickly  as  possible  as  the  delay  was 
in  effect  costing  them  money  because  shipments  of  the  beef  could  not  be  undertaken. 

Eventually  by  letter  dated  the  31st  day  of  July  1987  to  the  Revenue  Commissioners,  AIBP 
confirmed  that 

"  on  foot  of  your  findings  we  would  accept  the  result  as  regards  defects  and  the 

degree  thereof  to  be  representative  of  the  "plate  cuts"  presently  held  in  warehouse 
at  Waterford  Cold  store." 

On  receipt  of  this  letter  the  Revenue  Commissioners  wrote  to  the  Department  of  Agricul- 
ture, stating  that  in  view  of  the  said  admission  they  were  regarding  the  investigation  of 
the  plate/flank  cuts  as  concluded. 

The  report  of  the  Customs  &  Excise  Investigation  Branch  into  the  irregularities  found  at 
Waterford  and  Cloghran  was  completed  and  signed  on  the  4th  day  of  September  1987. 

This  report  was  submitted  to  the  Surveyor  of  the  Investigation  Branch  and  on  the  5th  day 
of  October  was  forwarded  to  Mr  Michael  Murphy  of  the  Finance  Division,  Department 
of  Agriculture. 

The  terms  of  the  report  were  considered  by  the  Finance  Division  of  the  Department  of 
Agriculture  who  prepared  a  memorandum  dealing  with  sanctions  to  be  imposed  in  respect 
of  APS  and  export  refund  payments,  which  report  was  completed  and  dated  on  the  18th 
day  of  January  1988. 

The  principal  recommendations  contained  therein  were; — 

(1)  To  sanction  Goodman  International  for  £1.1 11m  including  £430,000  in  forfeited 
securities 

(2)  Report  the  case  to  Brussels  as  an  irregularity  and  seek  bi-lateral  discussions  with 
the  Commission  to  get  their  opinion  on  the  sanction  proposed. 

(3)  Refer  the  case  to  the  Garda  Fraud  Squad  for  investigation. 

The  matter  was  reported  to  the  European  Commission  in  Brussels  by  the  Department  of 
Agriculture  on  the  29th  day  of  January  1988. 
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The  Commission  requested  a  copy  of  the  Customs  report  and  an  edited  version  thereof, 
from  which  the  names  and  locations  had  been  deleted,  was  provided  by  the  Department 
of  Agriculture. 

The  deletion  of  the  names  and  locations  was  in  accordance  with  standard  practice  and 
EEC  Regulation. 

A  meeting  to  discuss  the  implications  of  the  said  report  was  held  with  the  EEC  Commis- 
sions legal  service  in  Brussels  on  the  18th  day  of  February  1988. 

Present  at  the  meeting  were  four  representatives  from  the  Commission  and  Mr  Donal 
Russell,  Principal  Officer,  Finance  Division,  Department  of  Agriculture,  Mr  John  Hickey, 
Assistant  Principal,  Refunds  Section,  Department  of  Agriculture,  Mr  Maurice  Mullen, 
Assistant  Principal  Officer,  APS  Section,  Department  of  Agriculture  and  Mr  Murphy, 
Higher  Officer,  Customs  &  Excise. 

The  options  open  to  the  Department  of  Agriculture  under  the  regulations  were  discussed 
and  there  was  informal  agreement  that: — 

(a)  No  refunds  should  be  paid  on  the  excess  weight. 

(b)  No  refunds  should  be  paid  on  the  plate  cuts,  and 

(c)  A  reduced  rate  of  APS  payment  should  apply. 

Subsequent  to  this  meeting  various  calculations  on  the  amounts  to  be  disallowed  were 
made  and  eventually  the  letter  dated  the  16th  day  of  January  1989  was  written  by  Ms 
Harvey,  Principal  Officer  of  the  FEOGA  Division,  to  the  Chief  Executive  of  Anglo  Irish 
Beef  Processors  International  Ltd.  which  set  forth  the  sanctions  to  be  imposed  and  the 
principles  upon  which  such  sanctions  were  applied. 

This  letter  was  as  follows: — 
"16  January  1989 
Chief  Executive 

Anglo  Irish  Beef  Processors  (International)  Ltd 

Ravensdale 

Dundalk 

CoJjouth 

Sir 

I  refer  to  previous  contacts  between  officers  of  this  Department  and  representatives 
of  your  group  of  companies  in  connection  with  the  findings  of  the  investigation  carried 
out  in  1986/87  by  the  Customs  Authorities  into  the  beef  production  operations  of  the 
group  over  the  period  September  1986  to  February  1987  inclusive.  The  investigation 
arose  as  a  result  of  suspected  misdeclarations  by  the  group  on  export  refund  docu- 
mentation. 

The  investigation  found  that,  in  respect  of  beef  produced  at  the  group's  plants  at 
Cloghran,  Co  Dublin  and  Christendom,  Co  Waterford  over  the  period  concerned, 
there  was  an  overstatement  of  the  weights  actually  achieved  and  that  at  the  Waterford 
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plant  trimmings  were  included  in  cartons  of  beef  declared  as  containing  plate  cuts 
only.  These  finding  mean  that  incorrect  declarations  have  been  made  by  the  group 
both  in  respect  of  export  refund  claims  and  in  respect  of  claims  for  aid  under  the 
Private  Storage  Aid  Scheme  (APS)  for  beef  produced  under  the  terms  of  Regulation 
989/68  (Council),  1091/80  (Commission)  and  2651/84  (Commission). 

Arising  from  the  findings  of  the  investigation  and  following  consultation  with  the 
Commission  services  the  Department  proposes  to  apply  sanctions  based  on  the  fol- 
lowing principles  viz. 

Export  Refunds 

1.  In  respect  of  weight  overdeclarations  recovery  of  the  advances  already  made  or, 
as  appropriate,  forfeiture  of  entitlement  to  the  refunds  not  yet  paid  will  be  confined 
to  the  extent  of  the  weights  overdeclared  as  indicated  in  the  Customs  reports. 
The  recovery/forfeiture  will  be  applied  to  all  bondings  from  Cloghran/W aterf ord 
production  over  the  period  concerned.  The  regulatory  financial  penalty  of  20% 
will  also  be  applied. 

2.  In  respect  of  trimmings,  as  the  regulatory  provisions  that  each  piece  of  meat  in  the 
cartons  concerned  be  individually  wrapped  were  not  met  the  entire  contents  of 
each  of  the  cartons  concerned  are  ineligible  for  export  refunds.  The  results  of  the 
sample  of  plate  production  cartons  examined  by  the  Customs  Authorities  will  be 
applied  to  the  total  Waterford  plate  production  bonded  and  recovery  of  refunds 
already  advance  paid  or,  as  appropriate,  forfeiture  of  entitlement  to  refunds 
already  advance  paid  or,  as  appropriate,  forfeiture  of  entitlement  to  refunds  not 
yet  paid  will  be  made  in  respect  of  that  quantity,  The  regulatory  20%  financial 
penalty  will  also  be  applied. 

APS 

v3.  Each  contract  concerned  will  be  adjusted  for  the  overdeclared  weight  and,  where 
appropriate,  for  the  exclusion  of  trimmings  which  are  ineligible  for  APS  aid.  Where 
the  resultant  adjusted  yield  meets  the  regulatory  67%  minimum  the  recovery  of 
aid  already  advance  paid  or,  as  appropriate,  the  adjustment  of  entitlement  to  aid 
not  yet  paid  will  be  confined  to  the  extent  of  the  weights  overdeclared  and  of  any 
ineligible  product.  Where  the  resultant  adjusted  yield  is  less  than  67%  aid  on  such 
contracts  is  not  payable  and  any  advance  payments  made  will  be  recovered  to  the 
extent  of  the  amount  advanced  +  20%. 

4.  Where  the  obligations  imposed  by  Article  3  of  Regulation  1091/80  have  not  been 
met  the  Department  is  obliged  to  invoke  the  provisions  of  Article  5  of  that  regula- 
tion. Having  regard  to  the  extent  and  gravity  of  the  breach  the  Department  is 
declaring  forfeit  in  their  entireties  the  contract  securities  for  the  contracts 
concerned. 

The  financial  consequences  of  the  misdeclarations  are  calculated  as  follows  on  the 
basis  of  the  above  and  of  the  information  at  present  available  in  the  Department: 

Export  Refunds  IR£ 

1.  Amounts  already  advanced  which  must  be  recovered,  including  283,535 
20%  penalty. 

(a)  Weight  overdeclaration 

(b)  Trimmings  312,467 
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2.  Amounts  not  yet  paid  and  for  which  entitlement  is  forfeit,  including 


20%  penalty. 

(a)  Weight  overdeclaration  9,275 

(b)  Trimmings  10,508 

3.  APS 

t  Amounts  already  advanced  which  must  be  recovered  (including  33,553 
20%  penalty) 

2.  Amounts  not  yet  paid  and  for  which  entitlement  is  forfeit,  43,086 

3,  Securities  forfeit  392.442 
Total  1.084.866 


As  already  stated,  these  amounts  are  indicative  and  some  may  require  adjustment 
when  the  outstanding  information  comes  to  hand,  Contact  will  be  made  with  the 
group  in  the  very  near  future  in  respect  of  each  APS  contract  and  export  refund 
bonding. 

As  you  are  aware  the  Commission  Services  have  been  formally  advised  of  this  matter 
in  accordance  with  the  provisions  of  Regulation  283/72.  The  papers  have  also  been 
referred  to  the  Garda  Authorities. 

Finally,  I  am  to  inform  you  that  the  Department  views  with  concern  the  misdeclara- 
tions  made  by  the  group  and  requests  an  explanation  of  how  the  misdeclarations 
occurred  together  with  an  undertaking  that  such  occurrences  will  not  recur. 

Yours  faithfully,  (M  Harvey),  Principal,  FEOGA  Division." 

There  was  subsequent  correspondence  and  meetings  between  officials  of  the  Department 
of  Agriculture  and  Mr  Fairbairn  with  regard  to  the  basis  of  the  said  sanctions  in  which  he 
challenged  the  securities  forfeiture  figures,  the  effect  of  trims  in  the  cartons  and  extrapola- 
tion across  product  which  had  left  store  prior  to  investigation  and  the  imposition  of 
penalties. 

By  letter  dated  the  23rd  May  1989  and  31st  day  of  May  1989  the  following  amounts  were 
sought  from  AIBP:  £392,441.67  being  securities  forfeited  and  £567,624.00  being  refund  of 
export  refunds  paid. 

In  addition  AIBP  lost  entitlement  to  about  £63,000  in  respect  of  APS  and  refunds  claimed 
but  not  paid. - 

By  letter  dated  the  4th  day  of  February  1988,  Mr  D  Russell,  Principal  of  the  Finance 
Division  of  the  Department  of  Agriculture  wrote  to  the  Garda  Commissioner  enclosing  a 
memorandum  on  excess  claims  made  by  Goodman  International  (Beef  Processors  and 
Exporters)  under  EC  schemes  of  Aids  for  Private  Storage  and  Export  Refunds  in  the  beef 
sector  and  requested  that  the  matter  be  investigated  by  the  Garda  Siochana.  Two  Fraud 
Squad  Officers  were  assigned  to  this  case,  Sgt.  F.  Murphy  and  D.  Garda  Meagher. 

D.  Garda  Meagher  received  a  copy  of  the  said  letter  and  memorandum  in  March  1988 
and  contacted  Mr  Donal  Russell  and  arranged  a  meeting  with  him  which  took  place  on 
the  29th  of  March  1988.  During  this  meeting,  Mr  Russell  outlined  what  had  been  said  in 
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the  memorandum  and  advised  D.  Garda  Meagher  to  contact  Mr  Dave  Murphy  of  the 
Customs  &  Excise  in  connection  with  the  investigation. 

D.  Garda  Meagher  contacted  Mr  Murphy  on  the  2nd  day  of  May  1988  and  asked  him  for 
a  copy  of  the  Customs'  report  and  was  informed  that  before  same  could  be  released,  a 
letter  would  be  required  from  the  Garda  authorities  requesting  same. 

On  the  16th  day  of  May  1988,  a  letter  was  sent  by  Superintendent  Casey  to  the  Surveyor 
of  the  Department  of  Customs  requesting  a  copy  of  the  Customs  &  Excise  report  on  the 
investigation. 

On  the  18th  October  1988  D.  Garda  Meagher  contacted  Mr  Murphy  who  informed  him 
that  he  had  not  received  the  said  letter. 

Between  the  16th  of  May  1988  and  the  18th  of  October  1988,  D.  Garda  Meagher  made  a 
number  of  efforts  to  contact  Mr  Murphy  by  phone  but  was  not  successful  in  so  doing. 
Later  that  day  D  Garda  Meagher  brought  a  copy  of  the  letter  to  Mr  Murphy's  office  and 
on  the  2nd  day  of  December  1988,  Mr  Murphy  telephoned  and  said  the  Customs'  report 
was  available. 

It  was  collected  by  D.  Garda  Meagher  on  that  date. 

Upon  receipt  of  the  said  report  a  detailed  investigation  into  the  irregularities  was  begun. 

On  the  11th  day  of  January  1991,  a  report  on  the  investigation  was  submitted  to  the  Chief 
State  Solicitor  by  Det.  Supt.  O'Donoghue. 

The  report  had  been  prepared  by  D,  Garda  John  Hayes  as  Det.  Sgt.  Meagher,  who  had 
been  in  charge  of  the  investigation,  had  retired  before  the  matter  was  finalised. 

The  file  was  submitted  to  the  Director  of  Public  Prosecutions  and  by  letter  dated  the  16th 
day  of  May  1991,  the  Senior  Legal  Assistant  directed  that  no  prosecution  was  warranted 
by  the  available  evidence. 

In  the  course  of  his  letter  dated  the  16th  day  of  May  1991  the  Senior  Legal  Assistant  in 
the  Office  of  the  Director  of  Public  Prosecutions  stated  that: 

"Whatever  hope  there  might  have  been  of  bringing  home  criminal  responsibility  for 
such  activities  was  effectively  eliminated  by  the  inordinate  delay  in  completing  the 
investigations  and  in  particular  in  referring  this  matter  to  the  Garda  Siochana." 

The  speech  made  (on  the  15/5/1991  in  Dail  Eireann)  by  the  then  Deputy  and  now  Tanaiste, 
Dick  Spring,  was  extremely  critical  of  the  role  of  the  Minister  of  Agriculture  and  Food 
and  the  Department  of  Agriculture  in  regard  to  these  matters  and  alleged  that; 

(i)  The  Department  of  Agriculture  and  Food  did  not  diligently  assist  the  Garda  Fraud 
Squad  in  relation  to  the  Waterford  and  Ballymun  investigations 

(ii)  Though  a  memorandum  from  the  Department  of  Agriculture  and  Food  requested 
the  Garda  Fraud  Squad  to  investigate  serious  irregularities  in  Goodman's 
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Waterford  and  Baliymun  plants  the  Department,  despite  numerous  requests, 
failed  to  release  their  file  to  the  Fraud  Squad  until  December  1988 

(iii)  the  essential  matters  to  be  inquired  into  were  in  the  case  of  the  Waterford  Plant, 
the  false  altering  of  weights  and  cartons,  both  before  the  Customs  investigation 
and  during  it,  and  the  inclusion  of  beef  trimmings  in  the  cartons  to  maximise  the 
weight,  and  in  the  case  of  the  of  the  Baliymun  plant,  the  false  altering  of  case 
weights  and  documentations 

(iv)  No  investigation  appears  to  have  been  carried  out  by  the  Fraud  Squad  in  relation 
to  the  Waterford  Plant  although  a  file  was  submitted  to  the  office  of  the  D.P.P. 
in  respect  of  the  Baliymun  allegations 

(v)  Notwithstanding  their  knowledge  of  the  irregularities  at  Waterford  and  Baliymun 
and  the  prosecution  of  Mr  Nobby  Quinn  in  relation  to  the  bogus  African  stamps 
the  Department  (and  the  Minister)  was  prepared  to  release  bank  guarantees  up 
to  £20  million  (frozen  because  of  the  irregularities  at  Waterford)  as  part  of  the 
overall  deal  (in  the  Examinership)  last  Autumn/' 

These  were  serious  allegations  and  extremely  critical  of  the  Department  of  Agriculture 
and  the  Tribunal  considers  it  necessary  to  set  forth  the  position  in  regard  thereto. 

The  position  in  relation  to  the  allegation  to  the  release  of  the  bank  guarantees  referred 
to  the  last  allegation  is  that: — 

(1)  When  the  irregularities  in  respect  of  AIBP  production  at  Waterford  and 
Baliymun  came  to  the  notice  of  the  Department  of  Agriculture,  all  export  refund 
securities  which  related  to  the  Company's  production  at  these  plants  was  frozen, 
at  the  Department's  initiative  and  in  accordance  with  standard  practice  until  such 
time  as  the  extent  of  the  irregularity  and  the  level  of  financial  correction  could 
be  established. 

(2)  Securities  in  respect  of  other  production  in  related  export  documentation  were 
also  frozen  as  a  consequence.  The  amount  frozen  was  approximately  £20m. 

X3X  The  level  of  financial  correction  for  export  refunds  was  established  following 
consultation  with  the  Commission  services  as  to  correction  methodology  at 
£567,624  and  this  amount  was  paid  by  AIBP. 

(4)  Upon  receipt  of  payment  work  resumed  on  the  processing  for  release  of  all  export 
refund  securities  still  held  arising  out  of  the  Waterford  and  Baliymun 
investigation. 

(5)  The  processing  operation  was  extremely  complicated  and  cumbersome  as  it 
covered  not  only  the  issues  arising  from  the  investigation  but  also  all  the  normal 
checks  as  to  whether  all  other  requirements  of  the  export  refund  regulations  were 
met. 

(6)  The  Examiner  to  the  Goodman  Group  of  companies  was  not  appointed  until  the 
29th  day  of  August,  1990  and  the  relevant  bank  guarantees  had  been  released 
prior  to  such  appointment. 

(7)  The  release  of  these  securities  was  unconnected  in  any  way  with  the  Examinership 
of  the  Goodman  Group  of  Companies. 
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The  Tribunal  has  heard  detailed  evidence  from  the  Officers  of  the  Customs  &  Excise  who 
carried  out  the  said  investigations  and  from  the  Department  of  Agriculture  Officials  who 
assisted  therein. 

The  investigation  carried  out  by  the  Customs  &  Excise  authorities,  with  the  assistance  of 
the  Department  of  Agriculture  Officials  concerned  was  a  detailed  and  exhaustive  one, 
involving  the  weighing  of  all  the  cartons  of  beef,  thawing  of  a  selected  proportion  thereof, 
a  careful,  detailed  and  exhaustive  examination  of  the  boning  hall  production  records  and 
the  comparison  of  such  records  and  the  weights  shown  thereon  with  the  weights  shown 
on  the  cartons  of  beef  referrable  thereto  and  the  interviewing  of  many  witnesses. 

The  investigation  began  in  December  1986  and  did  not  conclude  until  September  1987 
when  the  report  on  the  investigation  was  completed  and  signed  on  the  4th  day  of  Sep- 
tember 1987, 

This  investigation  and  the  evidence  before  this  Tribunal  clearly  established  that: — 

(1)  AIBP  availed  of  the  benefits  of  the  1986  APS  scheme. 

(2)  In  pursuance  of  the  said  scheme  70,000  cartons  of  beef,  processed  by  AIBP  at 
their  plant  in  Waterford  and  95,977  cartons  of  beef,  processed  by  AIBP  at  their 
plant  in  Cloghran  (Ballymun)  were  placed  under  Customs'  control  by  AIBP  and 
bonded  for  export  to  Third  Countries. 

(3)  AIBP  thereby  became  entitled  to  APS  storage  payments  and  advance  payment 
of  export  refunds. 

(4)  That  in  both  plants  the  beef,  the  subject  of  the  APS  scheme  and  such  bonding 
was  deboned  by  employees  of  Daltina  Traders  Ltd  in  pursuance  of  a  verbal  agree- 
ment made  by  Mr  Eamon  Mackle  of  Daltina  Traders  and  AIBP 

■w 

(5)  That  it  was  the  responsibility  of  Daltina  Traders  Ltd.  to  keep  records  of  the 
Boning  Hall  production. 

(6)  That  these  records  provide  the  basis  for  the  boning  hall  production  sheets  which 
were  required  to  support  the  C&E  977  form. 

(7)  That  a  comparison  between  the  weights  shown  on  the  Boning  Hall  production 
sheets  with  the  weights  shown  on  the  cartons  to  which  they  related  showed  a 
sustained  and  regular  over-declaration  of  weights  in  the  boning  hall  production 
sheets. 

(8)  That  the  weights  shown  on  the  cartons  were  correct  and  the  over-declaration  of 
weights  related  to  the  boning  hall  production  sheets. 

(9)  That  the  over-declarations  of  weights  amounted  in  Waterford  to  30,607.9  kilo- 
grams and  in  Cloghran  (Ballymun)  an  estimated  106,800  kilograms  making  a  total 
of  137.418  metric  tonnes. 

(10)  That  in  Waterford,  though  not  in  Cloghran,  trimmings  which  were  not  eligible 
for  APS  storage  payments  or  export  refund  payments  were  found  to  be  included 
in  the  cartons  of  plate  and  flank. 

(11)  That  AIBP  at  all  times  denied  any  knowledge  of  authorisation  of  such  irregularit- 
ies and  attributed  responsibility  therefor  to  Daltina  Traders  Ltd. 
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(12)  That  all  declarations  and  claims  in  respect  of  this  beef  were  made  by  AIBP, 

(13)  The  effect  of  these  declarations  and  claims  would  have  resulted  in  substantial 
payments  to  AIBP  in  excess  of  their  proper  entitlement  under  the  APS  scheme 
and  Export  Refund  scheme  as  set  forth  in  the  letters  dated  16th  January  1989, 
the  23rd  May  1989  and  the  31st  day  of  May  1989. 

The  detailed  investigation  carried  out  by  the  Investigation  Branch  of  the  Customs  & 
Excise  and  the  subsequent  investigation  by  the  Garda  authorities  were  unable  to  establish 
whether  or  not  AIBP  were  knowingly  involved  in  the  over-declaration  of  weights  and  the 
insertion  of  trimmings  in  the  cartons  of  plate  and  flank  in  Waterford. 

In  the  course  of  his  evidence,  Mr  Murphy,  who  had  signed  the  report  of  the  investigation 
on  the  4th  day  of  September  1987,  stated  that: — 

L  The  full  extent  of  the  fraud  only  became  evident  at  a  late  stage  of  the  investigation 
prior  to  the  completion  of  the  report. 

2.  "If  the  Gardai  were  to  be  contacted,  that  would  be  the  time  to  contact  them." 

3.  The  Customs  Authorities  tended  to  take  the  view  that  they  were  responsible  for 
the  investigation  of  the  irregularities  but  the  party  which  was  most  injured  was  the 
party  which  was  paying  out  the  funds,  which  was  the  Department  of  Agriculture, 
and  any  action  which  would  be  taken  by  them  would  be  in  respect  of  that  offence 
which  would  be  more  serious  in  these  circumstances  than  the  Customs  offence. 

The  investigation  report  was  submitted  by  Mr  Murphy  to  his  authorities  and  on  the  5  th 
day  of  October  1987  was  forwarded  by  Mr  Healy  of  the  CAP  Division  of  the  Office  of 
the  Revenue  Commissioners  to  Mr  Michael  Murphy  of  the  Finance  Division  of  the 
Department  of  Agriculture. 

The  information  in  all  of  the  reports  and  the  support  documents  were  then  examined  in 
detail  by  the  Finance  Division  of  the  Department  of  Agriculture  and  this  involved  lengthy 
discussions  with  the  Beef  Division  and  the  Export  Refund  Payments  Division. 

It  was  the  responsibility  of  the  Department  of  Agriculture  to  determine  the  possible  cor- 
rections to  payments  and  sanctions  for  Waterford  and  Ballymun  beef  which  should  be 
imposed  in  respect  of  the  irregular  declarations  and  claims.  The  various  options  open  to 
the  Department  of  Agriculture  were  considered  in  detail  and  on  the  18th  day  of  January 
1388  a  detailed  memorandum  on  sanctions  to  be  imposed  in  respect  of  APS  and  Export 
Refund  payments  was  completed. 

This  memorandum  recommended  inter  alia: 

"(1)  To  sanction  Goodman  International  for  £1.1 11m  including  £430,000  in  forfeited 
securities. 

(27  To  report  the  case  to  Brussels  as  an  irregularity  and  seek  bilateral  discussions 
with  the  Commission  to  get  their  opinion  on  the  sanction  proposed. 

(3)  Refer  to  the  Garda  Fraud  Squad  for  investigation." 
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This  memorandum  was  submitted  inter  alia  to  the  Secretary  of  the  Department  and  it  was 
decided  to  report  the  matter  to  the  European  Commission  in  Brussels  and  refer  the  matter 
to  the  Garda  Fraud  Squad  for  investigation. 

As  already  stated,  the  matter  was  reported  to  the  European  Commission  in  Brussels  by 
the  Department  of  Agriculture  on  the  29th  day  of  January  1988  and  to  the  Garda  Commis- 
sioner on  the  4th  day  of  February  1988. 

Enclosed  with  the  letter  dated  the  4th  day  of  February  1988  was  a  memorandum  prepared 
by  the  Department  of  Agriculture  on  the  excess  claims  made  under  the  EEC  schemes  of 
Aids  for  Private  Storage  and  Export  Refunds  in  the  beef  sector. 

Mr  Donal  Russell  of  the  Finance  Division  of  Agriculture  was  contacted  by  and  arranged 
a  meeting  in  regard  to  the  matter  with  D.  Garda  Meagher,  which  meeting  was  held  on  the 
29th  March  1988. 

In  the  course  of  this  meeting,  Mr  Russell  explained  the  contents  of  the  memorandum  to 
D.  Garda  Meagher  and  advised  him  to  contact  Mr  Dave  Murphy  of  the  Customs  &  Excise 
in  connection  with  the  investigation. 

D.  Garda  Meagher  contacted  Mr  Murphy  on  the  2nd  of  May  1988  and  asked  him  for  a 
copy  of  the  Customs  report.  He  was  informed  by  him  that  before  the  same  could  be 
released,  a  letter  would  be  required  from  Garda  authorities  requesting  same. 

On  the  16th  May  1988  a  letter  was  sent  by  Supt.  Casey  to  the  Superintendent  of  Customs 
requesting  a  copy  of  the  Customs  &  Excise  report  on  the  investigation. 

The  letter  containing  the  written  request  does  not  appear  to  have  reached  the  Revenue 
Commissioners  and  it  was  not  until  the  18th  October  1988  that  D.  Sgt.  Meagher  gave  a 
copy  of  the  letter  to  Mr  Murphy. 

This  file  was  not  received  until  the  2nd  day  of  December  1988. 

While  Deputy  Spring  was  justified  in  his  criticism  of  the  delay  in  making  the  Customs  & 
Excise  file  available  to  the  Garda  Siochana,  he  was  incorrect  in  attributing  the  blame  in 
respect  thereof  to  the  Department  of  Agriculture  and  in  his  allegation  that  they  did  not 
diligently  assist  the  Garda  Fraud  Squad  in  relation  to  the  Waterford  and  Ballymun 
investigations. 

Such  a  delay  as  occurred  was  due  to  the  attitude  of  the  Customs  &  Excise  authorities  in 
requiring  a  written  application  for  such  records  and  the  mislaying  of  the  letter  requesting 
same.  The  delay  between  the  receipt  by  the  Department  of  Agriculture  of  the  Customs  & 
Excise  Investigation  Branch  report  on  the  5th  day  of  October  1987  and  the  reference  of 
the  matter  to  the  Garda  Commissioner  on  the  4th  day  of  February  1988  was  not  unreason- 
able, having  regard  to  the  complexity  of  the  matter  and  the  decisions  to  be  made  by  the 
Department  of  Agriculture  in  regard  thereto. 
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The  Tribunal  is  satisfied  that  there  is  no  basts  for  the  allegation  that  the  Department  of 
Agriculture  did  not  diligently  assist  the  Garda  Fraud  Squad  in  relation  to  the  Waterford 
and  Ballymun  investigations. 

The  Tribunal  is  further  satisfied  that  there  was  nothing  sinister  in  the  delay  of  the  Cus- 
toms &  Excise  authorities  making  the  file  available  to  the  Garda  Fraud  Squad. 

On  receipt  of  the  file,  the  matter  was  considered  by  the  Garda  authorities  and,  having 
regard  to  the  nature  and  complexity  thereof  and  the  voluminous  documentation  which 
required  to  be  investigated,  and  the  resources  available  to  them  they  decided  that  the 
proper  approach  in  dealing  with  the  matter  was  to  carefully  and  thoroughly  investigate 
one  APS  contract  from  beginning  to  end. 

In  pursuance  of  this  decision,  which  was  a  reasonable  one,  they  concentrated  on  an  APS 
contract  in  respect  of  beef  processed  at  Cloghran. 

This  investigation  provided  the  basis  of  their  report  to  the  Director  of  Public  Prosecutions, 

While  it  is  true  to  state,  as  Deputy  Spring  stated,  that  no  investigation  was  carried  out  by 
the  Fraud  Squad,  in  relation  to  the  Waterford  plant,  this  was  the  reason  therefor. 

On  the  15th  day  of  May  1991  Deputy  Pat  Rabbitte  stated  in  the  Dail  that  Mr  Goodman's 
denial  of  the  responsibility  for  Waterford  and  his  blaming  a  sub-contractor,  Mr  Marks, 
stands  contradicted  by  the  evidence  of  Mr  McGuinness  who  said  that  there  was  "a  high 
level  plan  to  obstruct  the  investigation  at  Waterford/* 

This  was  an  obvious  reference  to  the  statement  made  by  Patrick  McGuinness  on  the  ITV 
programme  that  a  plan  was  agreed  at  senior  management  level,  within  the  Goodman 
Group,  with  Customs  people  at  their  Head  Office  to  contain  the  damage  resulting  from 
the  investigation,  which  plan  involves  selecting  samples  of  good  meat  without  trimmings 
for  investigation  by  the  Customs  &  Excise  authorities. 

In  this  connection  Mr  McGuinness  had  stated  on  the  ITV  programme  that: — 

'There  was  a  massive  panic  within  the  company  and  a  plan  was  put  forward  as  to 
how  the  damage  might  be  limited.  The  plan  was  basically  agreed  between  our  people 
and  the  Customs  people  at  their  Head  Office,  that  a  certain  sample  of  good  product 
would  be  selected  for  thawing  out  and  for  investigation.  This  was  a  deliberate  scheme 

lo-cantatar4he  damage  because  of  the  explosive  nature  of  the  investigation' '  "  was 

agreed  at  senior  management  level." 

In  addition  the  presenter  of  the  said  programme  stated  that:— 

"World  in  Action  had  a  document  stated  to  be  the  Master  Plan  which  showed  the 
ldcatiGns  where  the  boxes  of  good  meat  were  supposed  to  be  opened  by  Customs 
officials.  The  plan  failed  because  local  (Waterford)  Customs  agents  became  suspicious 
-     and  kiokcd-ttp  a  fuss." 

Xhe:  question  of  the  circumstances  with  regard  to  the  creation  of  this  alleged  Master  Plan 
be  considered  by  the  Tribunal  at  a  later  stage. 


404  Chapter  Sixteen 


Irrespective  of  the  existence  of  such  plan  or  the  circumstances  under  which  it  was  drawn 
up,  the  Tribunal  is  satisfied  on  the  basis  of  the  evidence  heard  by  it,  that  at  no  stage  was 
it  produced  to  the  Customs  &  Excise  authorities  or  any  official  thereof  or  that  there  was 
any  agreement  in  respect  thereof  and  the  allegation  is  completely  and  utterly  without 
foundation. 

During  the  course  of  the  investigations  at  Waterford,  AIBP  had  been  requested  by  the 
Customs  &  Excise  authorities  to  provide  personnel  to  assist  in  the  listing  of  the  weight  of 
each  carton  on  the  pallets. 

On  the  19th  day  of  January  1987,  ten  employees  of  AIBP  were  assisting  Customs  &  Excise 
in  the  course  of  the  examination. 

In  the  early  afternoon  of  that  date,  it  was  observed  by  Mr  M.C  O'Briain  that  the  weights 
written  on  one  carton  on  a  pallet  had  been  altered  by  changing  21  kilograms  to  27 
kilograms. 

It  was  suspected  that  this  alteration  had  been  made  by  a  member  of  the  staff  employed 
by  AIBP  and  their  assistance  was  immediately  terminated* 

A  check  carried  out  that  evening  showed  that  the  weights  of  17  cartons  had  been  similarly 
altered  and  the  weights  thereon  increased  by  6  kilograms  per  carton. 

No  such  alteration  of  weights  had  appeared  on  any  of  the  cartons  previously  examined  by 
the  Customs  &  Excise  staff,  nor  did  such  alteration  appear  on  any  of  the  cartons  sub- 
sequently examined  by  them. 

Though  it  is  strenuously  denied  by  AIBP  that  such  alterations  were  made  by  any  of  their 
personnel,  it  is  a  reasonable  and  indeed  inevitable  inference  to  be  drawn  from  the  fact 
that  the  only  day  upon  which  an  alteration  of  the  weights  on  the  cartons  was  discovered 
was  on  the  day  that  personnel  employed  by  AIBP  were  assisting  in  the  checking  of  the 
weights  on  the  cartons. 

This  inference  is  further  confirmed  by  the  evidence  of  Patrick  McGuinness  in  relation  to 
a  conversation  which  he  had  in  early  January  with  Mr  Eoin  Lambe,  who  was  employed 
by  the  International  Division  of  the  Goodman  Group  and  who  had  been  sent  to  assist  in 
Waterford  during  the  investigation.  He  stated  that: — 

"Eoin  had  been  based  in  Waterford  on  behalf  of  the  International  Division  and  he 
had  stated  that  he  had  been  part  of  a  team  who  had  been  re-numbering  boxes  of  APS 
meat  in  the  cold  store,  the  basic  purpose  being  to  confuse  anybody  who  attempted 
then  to  compare  the  nett  weight  on  the  box  to  the  document  weight.  He  said  that  it 
had  been  discovered  by  the  Customs  officials  and  had  been  told  to  leave  the  cold 
store". 

The  Tribunal  is  satisfied  that  there  was  an  attempt  by  the  employees  of  the  International 
Division  of  AIBP,  who  were  purporting  to  assist  the  officers  of  Customs  and  Excise  in 
the  course  of  their  investigations  to  conceal  the  extent  of  the  over  declarations  of  weights 
by  altering  the  weights  shown  on  the  cartons. 
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From  the  outset  of  the  investigations  AIBP  management  personnel  denied  any  knowledge 
of  or  involvement  in  the  irregularities  being  discovered  and  attributed  responsibility  ther- 
efor to  Daltina  Traders  Ltd. 

Gerry  Thornton  did  so  at  Waterford  on  the  24th  December  1986,  Jim  Fairbairn  did  so  at 
Waterford  on  the  13th  February  1987,  Larry  Goodman  did  so  in  the  course  of  a  discussion 
with  the  Secretary  to  the  Department  of  Agriculture  &  Food,  James  O'Mahony  on  the 
5th  March  1987,  Larry  Goodman,  Gerry  Thornton  and  Jim  Fairbairn  did  so  during  the 
course  of  a  meeting  with  the  Chairman  of  the  Revenue  Commissioners  and  others  on 
the  20th  day  of  March  1987  and  Colm  O'Loughlin  the  manager  at  Cloghran  did  so  on 
23/3/1987. 

In  the  course  of  his  evidence  before  this  Tribunal,  Mr  Eamon  Mackle,  Daltina  Traders 
Ltd  confirmed  that  he  had  never  received  any  requests  or  orders  from  either  Larry  Good- 
man or  Peter  Goodman  or  any  plant  manager  or  representative  of  Goodman  International 
to  carry  out  any  fraudulent  practice  either  directly  or  indirectly  or  by  hint  or  suggestion. 

This  evidence  is  confirmed  by  the  evidence  with  regard  to  the  explosive  reaction  of  Mr 
Gerry  Thornton  when  on  23rd  December  1986,  he  learnt  of  the  irregularities  being  invest- 
igated in  Waterford.  He  phoned  Mr  Mackle  and  asked  him  to  attend  a  meeting  at 
Ravensdale  the  following  morning. 

This  meeting  was  attended  by  Mr  Thornton,  Mr  McGuinness,  Mr  Fairbairn  and  Mr  Nobby 
Quinn. 

At  that  meeting  Mr  Mackle  was  accused  of  falsifying  the  weights  and  was  required  to 
accompany  Mr  Thornton  and  Mr  McGuinness  to  Waterford  and  his  contract  was 
terminated. 

Mr  Mackle  attributed  blame  for  the  over-declaration  of  the  weights  to  the  checker 


employed  by  him,  Joe  Devlin. 

Despite  its  best  efforts,  the  Tribunal  was  unable  to  secure  the  attendance  of  Mr  Devlin  as 
he  was  resident  outside  the  jurisdiction  and  refused  to  attend. 

Mr  Marks  was  the  manager  employed  by  Daltina  Traders  Ltd.,  at  Cloghran/Ballymun  at 
th*  tinie  of  the~ APS  contracts  which  were  investigated  by  the  Customs  &  Excise 
authorities* 

He  stated  in  evidence  that  he  did  not  suggest  or  authorise  any  alteration  of  production 
sheets  and  was  unaware  of  such  alteration. 

An  employee  of  Daltina  Traders  Ltd.,  Mr  Ray  Watson,  was  responsible  for  the  checking 
of  the  heights  and  the  preparation  of  the  production  sheets  in  the  boning  hall.  These 
production  sheets  were  handed  in  by  him  to  the  office  of  AIBP  which  was  adjacent  to  the 
boning  hall. 
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This  office  was  occupied  by  a  number  of  girls,  in  particular  Ms  Angela  Magee  and  Ms. 
Imelda  Murray,  who  were  responsible  for  the  documentation  with  regard  to  the  APS 
scheme. 

These  girls  believed  that  a  yield  of  78%  should  be  achieved  and  when  the  yield  was  below 
that,  Mr  Watson  suggested  to  them  that  they  add  weights  to  the  production  sheets,  which 
they  did.  Mr  Watson,  in  evidence,  said  that  the  only  persons  who  knew  about  this  was 
himself  and  the  two  girls  in  the  office. 

The  only  difference  between  the  evidence  of  Mr  Watson  and  the  two  girls,  Imelda  Murray 
and  Angela  Magee,  is  that  they  say  that  they  were  told  by  Mr  Watson  to  alter  the  produc- 
tion sheets  for  the  purpose  of  producing  the  yields  expected,  whereas  he  states  that  he 
merely  suggested  the  alteration  of  such  weights  and  the  girls  then  made  the  necessary 
alterations  and  produced  the  APS  yield  sheets  showing  what  they  considered  to  be  the 
expected  percentage. 

These  yield  sheets  were  forwarded  each  day  to  Ravensdale. 

Both  Imelda  Murray  and  Angela  Magee  were,  in  the  opinion  of  the  Tribunal,  truthful 
witnesses  and  their  evidence  is  accepted  by  the  Tribunal. 

Both  swore  that  they  never  received  any  instructions  from  Colm  O'Loughlin,  the  manager 
of  the  plant,  or  any  representative  of  AIBP  to  make  the  alterations  which  were  clearly 
established  in  evidence  or  that  they  were  aware  of  the  fact  that  such  alterations  had  been 
made. 

While  AIBP  can  and  should  be  criticised  for  failing  to  exercise  any  reasonable  degree  of 
supervision  over  the  activities  of  their  staff,  such  as  Angela  Magee  and  Imelda  Murray  in 
the  preparation  of  important  documents  with  relation  to  the  APS  scheme  and  the  Export 
Refund  Scheme,  the  Tribunal  is  satisfied  that  the  AIBP  management  personnel  were  not 
aware  of  either  the  over-declaration  of  weights  in  the  boning  hall  production  sheets  and 
the  APS  yield  sheets  or  of  the  presence  of  trimmings  in  the  cartons  of  plate  and  flank  in 
Waterford  until  the  matter  was  drawn  to  their  attention  by  the  officers  of  Customs  & 
Excise  carrying  out  the  investigation. 

The  Tribunal  is,  however,  satisfied  that  there  was  an  attempt  by  personnel  employed  by 
the  International  Division  of  AIBP  to  conceal  the  extent  of  the  over-declaration  of  weights 
by  increasing  the  weights  on  some  of  the  cartons  placed  in  private  storage  in  the  cold 
store. 
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The  Eirfreeze 
Investigation 


At  all  times  material  to  this  inquiry  Eirfreeze  Limited  were  the  owners  and  occupier  of 
the  cold  store  situated  at  North  Wall  in  the  City  of  Dublin.  The  said  company  was  one  of 
the  Goodman  Group  of  companies. 

Deputy  MacGiolla  alleged  in  Dail  Eireann  on  the  9th  day  of  March  1989  that:— 

"The  Eirfreeze  plant  located  in  the  North  Wall  was  shutdown  at  6.00pm  or  7.00pm 
on  Saturday,  the  4th  day  of  March  1989,  by  inspectors  from  the  Department  of  Agri- 
culture and  Food  because  of  very  serious  illegal  activities  by  a  team  acting  on  behalf 
of  one  of  the  Goodman  companies  —  changing  labels  and  dates  of  slaughter  on 
meat". 

On  the  15th  day  of  May  1991  Deputy  MacGiolla  alleged  that;—  ' 

"On  the  10th  day  of  March  1989  (the  day  after  Deputy  MacGoilla  statement  to  the 
Dail)  the  Goodman  PR  company  accused  Deputy  MacGoilla  of  seriously  damaging 
the  reputation  of  Goodman  International  and  the  whole  meat  industry,  denied  that 

 the  Eirfreeze  plant  had  been  shut  down  and  stated  that  the  charges  made  by  Deputy 

— -MacGeilla-were  utterly  false". 

He  further  alleged,  in  Dail  Eireann,  on  the  same  day  that; 

"At  the  hearing  of  the  prosecution  against  Eirfreeze  at  the  District  Court  on  the  30th 
of  July  1990,  Defence  Counsel  on  behalf  of  the  company  pleaded  guilty  on  two 
chSrgeArel^ting  to  the  illegal  labelling  of  meat  carcases" 

and^urther  alleged  that 

"It  was  stati3  in  court  that  the  Eirfreeze  plant  was  shutdown  on  Saturday  night  4th 
of  March  1989  and  Department  inspectors  took  away  63  carcases  on  which  they  found 
false  CU2  labels  which  indicated  the  meat  was  from  steers  of  good  conformation  and 
of  low  fat,  in  other  words,  a  high  quality  product,  which  was  at  variance  with  the 
original  grading  by  the  Department  Official". 
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He  further  alleged  in  Dail  Eireann  on  the  15th  day  of  May  1991  that; 

4  The  Department  of  Agriculture  and  Food  and  the  Prosecuting  Counsel  seemed  very 
reluctant  to  pursue  the  charges  against  Eirfreeze  (and  AIBP)  with  any  vigour,  particu- 
larly with  the  issue  of  fraud  and  forgery  and  withdrew  one  charge  against  Eirfeeze 
and  two  charges  against  AIBP". 

The  Tribunal  carried  out  a  detailed  inquiry  into  the  incident  which  occurred  at  Eirfreeze 
on  the  4th  of  March  1989,  the  subsequent  investigations  carried  out  by  the  Customs  and 
Excise  officials,  by  the  Department  of  Agriculture  Officials  and  to  the  prosecution  insti- 
tuted by  the  Minister  for  Agriculture  and  Food  arising  out  of  such  investigations. 

This  inquiry  disclosed  that  between  the  28th  day  of  February  1989  and  the  3rd  day  of 
March  1989  13  container  loads  of  bone-in  forequarter  beef  arrived  in  the  Eirfreeze  cold 
store  at  the  North  Wall  in  the  City  of  Dublin. 

An  examination  of  the  "Meat  Inspection  Certification  for  the  Movement  of  Meat/Meat 
products  between  Approved  Establishments  in  Ireland"  disclosed  that  the  containers  came 
from  4  different  cold  stores  as  follows: — 

Store  Number  of  Containers     Number  of  Quarters 


Cahir  Cold  store  3  668 

Lyonara  2  292 

QK  Naas  5  1037 

Jenkinsons  3  630 

Total  13  2627 


In  addition  there  were  si*  containers  of  beef  in  South  Bank  Quay  containing  1,149  frozen 
bone-in  hindquarter  beef  which  had  been  loaded  at  the  premises  of  AIBP  Nenagh,  and 
due  for  export  to  Morocco,  the  consignee  being  the  Office  de  Commercialisation  et 
D'Exportation  at  45  Avenue  des  F.A.R.,  Casablanca,  Morocco. 

Mr  Patrick  Gregan  was  a  Veterinary  Inspector  with  responsibility  for  operations  at  Eir- 
freeze Limited.  He  stated  that  from  his  records  12  consignments  had  arrived  at  Eirfreeze 
during  the  days  prior  to  the  4th  of  March  1989  and  the  ultimate  destination  of  the  meat 
contained  in  the  containers  was  Morocco  and  that  they  were  brought  to  Eirfreeze  for  a 
repacking  operation  which  was  a  customer  requirement.  The  rebagging  was  perfectly  in 
order  as  was  all  the  relevant  documentation  provided  that  the  repacking  operation  was 
carried  out  under  the  supervision  of  the  Department  of  Agriculture  official  at  the  plant. 

The  nature  of  the  rebagging  consisted  of  the  removal  of  a  plastic  liner  from  the  carcase 
and  when  this  was  removed  a  stockinet  cover  was  placed  over  the  carcase  and  the  carcase 
with  the  stockinet  cover  would  be  placed  in  a  polypropylene  bag  and  sewn  across  with  a 
sewing  machine  which  was  electrically  operated. 

Mr  Pat  Birdy  of  the  International  Division  of  AIBP  said  that  the  customer  did  not  want 
the  inner  plastic  bag  so  the  inner  plastic  bag  had  to  be  removed  and  replaced  by  a  stockinet 
and  outer  bag. 
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This  operation  was  carried  out  at  Eirfreeze  under  the  supervision  of  the  Department  of 
Agriculture  official  for  approximately  3  days  and  on  the  Saturday  the  4th  day  of  March 
1989  six  container  loads  of  beef  still  required  to  be  rebagged.  Mr  Gregan  was  aware  that 
the  rebagging  had  to  be  completed  before  Monday  the  6th  day  of  March  1989. 

Departmental  supervision  had  stopped  at  4.00pm  approximately  on  the  4th  day  of  March 
1989. 

Mr  Gabriel  Daly  was  a  Higher  Agricultural  Officer  of  the  Department  of  Agriculture  and 
Food  and  was  on  duty  in  Eirfreeze  on  the  4th  day  of  March  1989  and  supervised  the  work 
there  from  8.30am  until  4.10pm. 

He  left  then  because  in  his  opinion,  the  work  had  ceased  and  all  the  racks  of  beef  had 
been  moved  back  into  the  store  and  the  majority  of  people  had  left. 

He  stated  that  he  received  no  indication  that  it  was  the  intention  to  resume  work  at  a 
later  stage. 

At  430pm.  on  that  afternoon,  Harbour  Sergeant  Kinlan,  as  a  result  of  information 
received  from  Harbour  Constable  Mates,  drove  to  Molloy  &  Sherry's  yard,  which  adjoined 
the  Eirfreeze  Cold  Store,  and  saw  four  (4)  men  sitting  in  a  Northern  Ireland  registered 
car. 

He  spoke  to  the  Molloy  &  Sherry  watchman,  John  O'Connor,  who  in  turn  spoke  to  the 
men,  who  stated  that  they  were  waiting  for  their  boss  to  begin  work  on  a  container  in  the 
yard  for  AIBP.  About  15  minutes  later  Peter  O'Reilly  arrived  with  two  other  men  and  he 
informed  Sergeant  Kinlan  that  he  worked  for  Anglo  Irish  Beef  Processors  and  that  he 
was  in  charge  of  the  men,  numbering  12,  who  were  required,  he  said,  to  check  some 
containers  and  Sergeant  Kinlan,  though  suspicious,  left  the  yard.  He  returned  at  5.20pm. 
accompanied  by  Sergeant  Curtin  of  the  Harbour  Police  and  having  entered  the  yard  met 
Peter  O'Reilly  who  appeared  to  be  returning  from  Eirfreeze.  Mr  O'Reilly  informed  Ser- 
geant Kinlan that  the  men  were  working  in  Molloy  &  Sherry  yard  and  when  asked  to 
show  them  he  said  that  they  also  had  some  work  to  do  in  Eirfreeze  where  they  were  at 
that  point  in  time. 

He  informed  Sergeant  Kinlan  that  a  consignment  of  beef  came  over  the  border  for  export 
and  it  had  the  wrong  covering  on  it  and  they  were  replacing  the  coverings  with  woven 
plastic  sacks  to  meet  their  customer  requirements  and  the  meat  was  due  for  export  on 
Monday  the  6th  to  Morocco  and  that  it  was  a  rushed  job  to  complete  the  order. 

Sergeant  Curtin  and  Sergeant  Kinlan  drove  to  the  Department  of  Agriculture  opposite 
North  Wall  but  there  was  no-one  in  the  office  and  at  approximately  6.05  pm  rang  the 
office  of  the  Department  of  Agriculture  in  Kildare  Street  and  reported  the  incident. 

At  ^proximately  6.30pm.  Mr  Doug  Smyth,  a  Veterinary  Inspector  employed  by  the 
Department  of  Agriculture  and  who  at  the  particular  time  was  acting  Deputy  Portal 
Inspector  entered  the  office  of  the  Harbour  Police  Control  office,  informed  them  that  he 
was  from  the  Department  of  Agriculture  and  that  he  would  require  assistance  to  enter 
the  Eirfreeze  Cold  Store. 
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Sergeant  Kinlan  contacted  the  Gardaf  by  'phone  and  at  6.45pm.  members  of  the  Gardai, 
Harbour  Police  and  Mr  Smyth  entered  the  premises  of  Eirfreeze  Ltd.  Mr  Smyth,  had  been 
in  the  process  of  visiting  the  "NV  Bison"  berthed  in  Dublin  Port  when  he  was  stopped 
by  Harbour  Sergeant  Curtin,  who  asked  him  to  report  to  Sergeant  Kinlan  at  the  Harbour 
Police  Headquarters.  After  inspecting  sides  of  beef  which  hung  from  rails  at  ground  level 
on  the  premises  Mr  Smyth  was  satisfied  that  all  was  in  order  and  the  party  left  the  pre- 
mises. In  the  meantime,  the  official  in  Agriculture  House  who  had  been  contacted  by 
Harbour  Sergeant  Kinlan  contacted  Patrick  Gregan  and  requested  him  to  investigate  the 
complaint  accompanied  by  a  Department  of  Agriculture  officer. 

Mr  Gregan  contacted  Mr  Mellett,  SAO,  and  they  met  at  the  Harbour  Police  check  point 
on  the  docks  at  7.30pm, 

Accompanied  by  members  of  the  Garda  Siochana  and  the  Harbour  Police,  Mr  Gregan 
and  Mr  Mellett  entered  the  Eirfreeze  premises  at  7.45pm.  They  observed  a  team  of  men 
re-wrapping  forequarter  carcases.  The  loading  assembly  area  was  covered  with  pallets  of 
hanging  forequarter  carcases  and  Mr  Gregan  estimated  that  about  20  men  were  involved 
in  the  re~wrapping  operation. 

Sergeant  Gabriel  Mclntyre  stated  that  there  were  approximately  20  men  working  at  vari- 
ous tasks,  most  being  engaged  in  removing  plastic  covering  from  the  frozen  sides  of 
animals  and  replacing  it  with  a  type  of  muslin  cloth  and  sealing  the  ends  of  same. 

Mr  Gregan  rubbed  the  marking  on  one  side  of  the  beef  and  his  hands  were  stained  with 
fresh  ink  marking. 

When  challenged  by  Mr  Gregan,  Mr  O'Reilly  denied  that  any  stamps  were  being  applied. 
Both  Mr  Gregan  and  Mr  Mellett  examined  various  pallets  and  Mr  Gregan  ordered  Mr 
O'Reilly  to  cease  all  work  immediately.  Mr  Gregan  spoke  to  Mr  Pat  Birdy  of  AIBP,  who 
was  on  the  *  phone  from  Dundalk  and  informed  him  that  he  had  stopped  the  work  on  the 
floor  and  his  reasons  for  such  action. 

Mr  Birdy  stated  that  there  must  have  been  a  break  down  in  communications  in  not 
informing  the  Department  that  they  were  continuing  to  work  in  the  evening  and  that  they 
were  under  pressure  to  have  the  consignment  ready  for  shipping  out  on  Monday  after- 
noon. Mr  Gregan  informed  Mr  Birdy  of  his  suspicions  that  stamps  were  being  used  and 
Mr  Birdy  denied  that  any  stamps  were  being  applied. 

The  pallets  were  then  fork  lifted  off  the  floor  into  the  freezer  units  where  they  were  being 
stored  and  all  work  ceased.  Leaving  Mr  Mellett  in  charge  Mr  Gregan  left  the  premises  at 
8.45pm.  At  10.30pm.  Mr  Gregan  met  Mr  O'Hagan,  Senior  Veterinary  Inspector  and 
reported  the  situation  as  he  had  found  it  at  the  Cold  Store  and  the  action  he  had  taken. 

At.  11.50pm.  Mr  O'Hagan,  who  had  contacted  Mr  John  Ferris  S.S.V.I.,  of  the  Department 
of  Agriculture  telephoned  Mr  Gregan  with  instructions  to  arrange  for  the  withdrawal  of 
Department  of  Agriculture  attendance  at  the  Eirfreeze  Cold  Store  the  following  morning. 

At  9.30am.  on  the  5th  day  of  March  1989,  Mr  Gregan  attended  the  Eirfreeze  Cold  Store 
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and  informed  Mr  P.  O'Neill  that  he  was  withdrawing  Department  of  Agriculture  attend- 
ance at  the  Cold  Store  under  instruction  and  that  the  export  status  of  the  meat  involved 
in  the  previous  evenings  investigations  would  have  to  be  reassessed  and  Veterinary  Certi- 
fication would  be  held  up  until  that  was  clarified. 

On  Monday  the  6th  day  of  March  1989,  Mr  Sean  O'Connor,  D.D.V.S.,  received  a  request 
from  AIBP  to  enable  normal  commercial  activities  to  be  carried  out  at  Eirfreeze  Cold 
Stores.  This  request  was  granted  and  an  Agricultural  Officer,  Mr  John  Kelly,  was 
instructed  to  return  and  resume  his  duties  in  relation  to  ordinary  daily  commercial  func- 
tions. This  did  not  in  any  way  interfere  with  the  investigation  being  carried  out  by  the 
Customs  &  Excise  officials  and  Department  of  Agriculture  Officials. 

A  meeting  took  place,  that  morning,  in  the  Veterinary  office  at  Eirfreeze  between  Cus- 
toms' officers,  Mr  J.  Naughton,  Mr  Ben  Clarke,  Mr  Tom  McGrath,  Mr  B.  Murphy  and 
Mr  D.  Kelly,  representing  the  Customs'  Authorities  and  Mr  Benny  Bennett,  S.V.I.,  and 
Mr  Gregan  from  the  Department  of  Agriculture, 

At  this  meeting  it  was  decided  to  examine  the  pallets  from  Saturday  night  and  they  were 
taken  out  from  the  freezers.  The  polypropylene  sacks  and  stockinet  were  removed  and 
the  carcases  were  examined  in  detail. 

Mr  Murphy  and  Mr  Kelly  examined  the  frozen  forequarters  which  had  been  taken  out  of 
cold  storage  at  Eirfreeze  on  the  4th  day  of  March  1989,  during  the  period  when  there  was 
no  supervision  by  the  Department  of  Agriculture  Official.  These  were  divided  into  two 
lots,  namely  those  in  respect  of  which  the  packings  had  been  replaced  and  those  which 
had  not  been  dealt  with  by  the  time  the  operation  was  stopped  by  the  officials  of  the 
Department  of  Agriculture. 

Mr  Murphy  and  his  colleague  Mr  O'Kelly  examined  firstly  the  lot  of  frozen  beef  forequar- 
ters which  had  been  re-bagged  on  the  4th  of  March  1989.  Each  forequarter  was  examined 
individually  and  the  stamps  and  other  markings  on  it  noted.  Each  forequarter  had  the 
following  stamps:  "CU2",  "EEC  Ireland  290",  (E)  and  (M). 

The  "CU2"  stamp  referred  to  appeared  to  be  of  more  recent  origin  than  the  other  stamps 
and  when  Mr  Murphy  touched  the  "CU2"  stamps  he  found  them  still  to  be  wet.  He  and 
Mr-Kelly  then  proceeded  to  examine  the  other  lot  namely  the  forequarters  which  had 
been  taken  out  of  cold  storage  at  the  same  time  but  which  was  still  in  its  original  packing. 
~AI*  packing  was  removed  from  these  forequarters  before  examination,  each  forequarter 
._^|£j?3M^d  individually  and  the  stamps  and  other  markings  noted. 

^y^requarter  had  the  following  stamps:  "EEC  Ireland  290",  (E),  and  (M).  There  was 
»  on  any  of  these  quarters. 


presence  of  Mr  Murphy,  Mr  Patrick  Birdy,  a  member  of  the  International  Division 
jPjSdth^esponsibility  for  transport,  who  was  present  at  the  time,  and  in  reply  to 
-questions  by  Mr  Beinett  S. V.I.,  alleged  that  all  stamps  were  applied  at  the  time  of  produc- 
:i^mi&  denied  that  the  "CU2"  stamp  or  any  stamps  had  been  applied  to  the  carcases 
^SsJJifejLjTOre  being  re-bagged  in  Eirfreeze  or  that  any  marks  had  been  removed  from 
the  carcases. 
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On  the  6th  and  7th  days  of  March  1989,  Mr  Murphy  and  Mr  Kelly,  continued  the  examina- 
tion of  forequarters  forming  the  balance  of  the  consignment.  In  all,  they  examined  745 
forequarters.  126  had  been  re-bagged  without  official  supervision  and  these  all  bore  the 
"CU2"  stamps,  the  remaining  619  had  not  and  bore  no  grading  mark. 

On  the  8th  day  of  March,  1989,  he  returned  to  Eirfreeze  to  continue  the  examination  but 
was  informed  that  no  examinations  were  to  be  carried  out  as  the  Department  of  Agricul- 
ture had  decided  that  no  further  handling  of  this  consignment  would  be  permitted  until 
further  notice  as  some  "intervention  beef  frozen"  forequarters  had  been  found  amongst 
the  beef  forequarters  under  control 

It  was  subsequently  ascertained  that  this  intervention  beef  had  been  removed  from  the 
cold  store  in  error  and  was  not  part  of  the  consignment  under  investigation. 

On  Tuesday  the  7th  day  of  March,  1989,  Mr  Gregan  received  a  phone  call  from  Mr 
O'Hagan  and  as  a  result  of  that  he  sent  a  Senior  Agricultural  Officer,  Mr  Danny  Gavigan 
to  the  South  Bank  as  the  Customs  wished  to  open  the  six  containers  at  the  South  Bank. 

The  seals  were  broken,  the  containers  were  inspected  and  "CU2"  stamps  were  observed 
on  the  outer  carcases  in  the  containers.  The  movement  certificates  to  the  South  Bank  and 
the  meat  inspection  certificates  were  issued  in  Nenagh. 

On  the  24th  day  of  March  1993,  the  184th  day  of  oral  hearings  before  this  Tribunal,  Mr 
Patrick  Birdy  of  the  International  Division  of  AIBP  with  responsibility  for  transport, 
stated  that  a  CU2  stamp  was  being  placed  on  a  limited  number  of  pieces  for  each  container 
and  that  this  was  being  done  at  Eirfreeze  on  the  occasion  of  the  investigation. 

If  this  statement  or  admission  had  been  made  by  Mr  Birdy,  during  the  course  of  his 
telephonic  conversation  with  Mr  Gregan  on  the  night  of  the  4th  day  of  March  1989  or  on 
the  6th  day  of  March  1989  to  Mr  Bennet  or  the  other  officials  present,  a  considerable 
amount  of  time  spent  by  officials  of  the  Department  of  Agriculture  and  officers  of  Cus- 
toms &  Excise,  in  investigating  this  matter  and  of  the  time  spent  by  the  Tribunal  in  hearing 
evidence  in  regard  thereto  would  have  been  unnecessary. 

In  the  course  of  his  evidence  before  the  Tribunal,  he  gave  as  his  reason  for  not  admitting 
to  the  application  of  the  CU2  stamp  to  the  quarters  at  Eirfreeze  that  he  "knew  that  there 
would  be  a  fuss  over  it  and  was  waiting  to  see  which  way  the  fox  was  going  to  jump'*  and 
that  he  "was  keeping  his  powder  dry  by  saying  nothing1*. 

On  the  10th  and  15th  day  of  March  1989,  Mr  Nicholas  Finnerty  of  the  Beef  Carcase 
Classification  Unit  of  the  Department  of  Agriculture  visited  Eirfreeze  to  conduct  an  exam- 
ination of  the  forequarters. 

He  examined  approximately  100  forequarters  and  all  of  them  had  ' 'slices  cut  off  the  shout- 
der  area"  and  in  his  opinion,  the  removal  of  these  slices  happened  at  the  point  of  slaughter. 

He  found  a  fresh  CU2  stamp  on  all  of  the  carcases  examined  except  for  one  which  had  a 
CU3  stamp. 
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On  comparison  with  an  official  CU3  stamp,  Mr  Finnerty  found  that  the  outline  was  bolder 
and  thicker  than  the  official  stamp  impression. 

In  his  opinion  the  stamps  on  the  carcases  other  than  the  CU2  stamp  were  authentic  official 
stamps,  the  normal  stamps  applied  on  a  slaughter  line. 

It  appears  from  the  evidence  of  Mr  Maurice  Mullen  that  the  Department  of  Agriculture 
do  not  have  a  CU2  stamp  because  only  steer  beef  from  carcase  classification  categories 
U3»  U4,  R3,  R4  and  03  are  eligible  for  intervention  in  Ireland  and  these  are  the  only 
official  stamps  of  the  Department  of  Agriculture. 

On  the  10th  of  March  a  meeting  was  held  at  Agriculture  House  at  which  Mr  Donal 
Creedon,  the  Secretary  to  the  Department  was  present.  Other  persons  present  were;  Mr 
Gregan,  Mr  Sean  O'Connor,  Mr  Gerry  Twomey  and  Mr  Power,  Assistant  Secretary  to 
the  Department. 

The  problem  which  was  discussed  at  this  meeting  related  in  particular  to  the  6  containers 
at  the  South  Docks  herebefore  referred  to  and  the  decision  to  be  made  was  whether  they 
would  be  retained  or  released  for  export. 

It  appears  from  Mr  Creedon's  evidence  that,  after  long  and  vigorous  discussion,  to  which 
everybody  contributed,  they  weighed  the  pros  and  cons  with  regard  to  the  decision. 

They  had  two  options,  one  to  hold  them  or  the  other  to  release  them. 

On  the  question  of  releasing  them  they  took  into  consideration  the  fact  that  there  was  no 
public  money  involved,  that  the  beef  was  perfectly  good  beef  and  that  the  Veterinary 
Officers  who  were  concerned  in  providing  veterinary  certificates  had  no  difficulty  in  so 
doing  and  that  the  containers  were  not  required  for  any  investigative  purposes  as  it  was 
in  the  opinion  of  the  Secretary  that  there  was  adequate  evidence  available  with  regard  to 
the  alleged  irregularities  in  the  product  detained  in  Eirfreeze  Ltd  stores  under  the  control 
of  the  Department  of  Agriculture.  Mr  Creedon,  having  considered  all  these  matters 
decided  to  release  the  containers  for  export. 

The  Tribunal  is  satisfied  that  Mr  Creedon  properly  exercised  his  judgement  in  this  regard 
all  the  relevant  matters. 


*ted  that,  as  Secretary  to  the  Department,  he  advised  the  Minister  for 
Agriculture  &  Food,  Mr  Michael  O'Kennedy  TD  of  the  events  as  they  occurred  and  kept 
him  fully  informed,  but  the  Minister  did  not  interfere  in  any  way  with  the  investigation  or 
steps  to  be  taken  as  a  result  thereof. 

.^Jl!***!^?^  Mr  O'Kennedy  stated  that  he  wasn't  involved  at  any  time  in  any  decision 
erf  to*8  °Ut  °f  the  Eirfreeze  investigation  nor  was  he  at  any  time  involved  in  the  conduct 

S^1*5^  accepts  the  evidence  of  the  Secretary  to  the  Department  of  Agriculture  & 
°od  and  the  Minister  for  Agriculture  &  Food  and  is  satisfied  therefrom  that  the  Minister 
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was  not  involved  in  any  way  in  either  the  investigations  or  the  prosecution  in  respect  of 
matters  arising  therefrom. 

In  pursuance  of  the  Secretary's  decision,  the  6  containers  referred  to  were  released  with 
the  exception  of  64  forequarters  held  at  Eirfreeze. 

The  allegation  made  by  Deputy  MacGiolla  that  "the  Eirfreeze  plant  located  in  the  North 
Wall  was  shut  down  at  6  pm  or  7  pm  on  Saturday  the  4th  day  of  March  1989,  by  inspectors 
from  the  Department  of  Agriculture  &  Food  because  of  very  serious  illegal  activities  by 
a  team  acting  on  behalf  of  one  of  the  Goodman  companies  changing  labels  and  dates  of 
slaughter  on  meat",  is  substantially  established, 

The  Tribunal  has  referred  to  the  evidence  of  Mr  Gregan  and  Mr  Mellett  that  at  approxim- 
ately 8.45  pm  on  the  4th  of  March  they  directed  that  all  work  cease  and  the  decision  of 
Mr  O'Hagan,  communicated  to  Mr  Gregan  at  11.50  pm  on  that  night,  to  arrange  for  the 
withdrawal  of  Department  of  Agriculture  attendance  at  the  Eirfreeze  cold  store  the  fol- 
lowing morning,  which  was  done. 

On  the  6th  of  March  1989  a  request  from  AIBP  to  resume  normal  commercial  activities 
in  the  store  was  acceded  to. 

While  it  could  be  argued  that  the  premises  were  not  shut  down  as  such,  the  effect  of  the 
directions  of  Mr  Gregan  was  that  all  work  necessitating  the  presence  of  Department  of 
Agriculture  &  Food  officials  was  stopped. 

With  regard  to  the  allegation  made  by  Deputy  MacGiolla  that  the  Dept  of  Agriculture  & 
Food  and  the  prosecuting  counsel  seemed  very  reluctant  to  pursue  the  charges  against 
Eirfreeze  and  AIBP  with  any  vigour  particularly  with  the  issue  of  fraud  and  forgery  and 
their  withdrawal  of  one  charge  against  Eirfreeze  and  two  charges  against  AIBP,  the  facts 
established  in  the  evidence  before  this  Tribunal  were  that;— 

Mr  O'Keeffe  who  was  the  Higher  Executive  Officer  attached  to  the  Department  of  Agri- 
culture with  responsibility  for  the  administrative  side  of  the  classification  systems  and 
other  matters  relating  to  classification  and  for  prosecutions  under  the  Carcase  Classifica- 
tion Regulations  received  a  copy  of  the  report  in  relation  to  the  events  of  the  4th  March 
1989  and  wrote  to  the  Attorney  General's  office  on  the  13th  March  1989  for  advice  in 
respect  of  the  bringing  of  prosecutions  under  the  Carcase  Classification  Regulations. 

A  reply  was  received  from  the  Attorney  General's  Office  on  the  21st  March  and  summons 
were  issued  against  four  different  companies,  namely,  Lyonara  Ltd.,  Lyonara  Cold  Store, 
AIBP  and  Eirfreeze  Ltd. 

There  was  not  available  any  evidence  which  would  justify  a  prosecution  for  fraud  or 
forgery  and  the  prosecutions  related  to  breaches  of  the  European  Communities  Carcase 
Classification  Regulations. 

Deputy  MacGiolla  was  present  at  the  hearing  of  the  prosecutions  against  Eirfreeze  Ltd 
and  AIBP  in  the  District  Court  on  the  30th  day  of  July  1990. 
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Mr  Joseph  Matthews,  a  practising  barrister  of  twenty  years  experience  had  been  instructed 
by  the  Chief  State  Solicitor  to  appear  on  behalf  of  the  Minister  for  Agriculture  &  Food 
in  the  said  prosecutions. 

Mr  Matthews  gave  detailed  evidence  with  regard  to  what  transpired  at  the  said  hearing, 
of  the  fact  that  he  had  prescribed  the  necessary  proofs  and  that  the  witnesses  directed  by 
him  were  present  in  Court  and  that  adequate  consultation  had  taken  place  at  the  office 
of  the  Chief  State  Solicitor  prior  to  the  hearing. 

He  gave  evidence  with  regard  to  the  difficulties  in  the  case,  procedural  and  otherwise. 

Counsel  for  the  Defence  had  indicated  during  the  course  of  submissions  to  the  Court  in 
the  morning  that  there  were  fundamental  flaws  in  the  summonses  relating  to  both  his 
clients,  namely,  AIBP  and  Eirfreeze  Ltd. 

During  the  luncheon  recess  Mr  Matthews  pointed  out  the  difficulties  to  the  legal  officer 
of  the  Attorney  General,  Mr  Alkin. 

As  a  result  of  these  difficulties,  Mr  Matthews  with  the  approval  of  Mr  Alkin  agreed  to 
accept  pleas  of  guilty  to  two  of  the  charges  set  out  in  the  summonses  by  Eirfreeze  Ltd 
and  to  the  striking  out  of  the  summonses  against  AIBP. 

The  President  of  the  District  Court  imposed  fines  of  £200  on  each  of  the  summonses  to 
which  Eirfreeze  Ltd  had  pleaded  guilty. 

The  Tribunal  is  satisfied  that  there  is  no  substance  in  the  allegation  that  the  prosecutions 
were  not  conducted  with  vigour.  It  was  a  matter  for  Counsel  engaged  on  behalf  of  the 
Minister  for  Agriculture  to  reach  a  realistic  assessment  of  the  difficulties  in  the  case  and 
the  Tribunal  is  satisfied  tfiat  he  exercised  that  responsibility  in  a  responsible  manner. 

With  regard  to  the  CU2  stamp  applied  to  the  carcases  in  Eirfreeze  on  the  4th  March  1989, 
Mr  Birdy  stated  that  the  application  of  such  stamps  was  not  a  requirement  of  the  con- 
signee, the  Moroccan  company,  but  the  requirement  of  a  third  party  described  by  Mr 
Birdy  as  an  ''ambulance  chaser,  a  fall  back  client,  who  would  purchase  the  beef  if  for  any 
reason  the  containers  of  beef  were  not  accepted  into  Morocco." 

He  stated  that  in  November  the  contract  had  been  running  for  quite  a  while  and  that  in 
that  month ~they  sent  out  some  containers  which  for  one  reason  or  another  were  not 
accepted  in  Morocco.  The  specific  reason  was  a  temperature  failure. 

He  stated  that  he  was  approached  by  a  gentleman  who  is  called  an  ambulance  chaser:  that 
there  are  people  who  look  out  for  distressed  cargoes  and  made  enquiries  in  connection 
with  the  product. 

Mr  Birdy  stated  that  he  brought  him  to  Nenagh  where  they  were  loading  similar  product 
and  he  said  that  he  could  access  that  beef  to  another  market  in  the  same  refund  zone, 
which  was  very  important  moneywise,  but  that  it  would  facilitate  its  entrance  if  his  back 
door  CU  was  used. 
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This  "ambulance  chaser"  provided  Mr  Birdy  with  the  stamp  to  be  applied  to  a  number  of 
carcases  situate  at  the  back  doors  of  the  containers.  He  stated  that  they  would  facilitate 
its  entry  to  the  alternative  market. 

The  Tribunal  does  not  accept  Mr  Birdy's  evidence  in  this  regard  but  is  of  the  view  that 
the  application  of  the  CU2  stamp  to  the  carcases  was  an  attempt  to  show  compliance  with 
the  terms  of  the  contract  which  required  that  approximately  25%  of  the  merchandise 
would  be  of  Grade  U  and  that  45%  thereof  should  have  a  fat  cover  of  2. 

The  Tribunal  is  further  satisfied  that,  while  the  Department  of  Agriculture  had  been 
notified  that  work  would  be  carried  out  in  Eirfreeze  Ltd  on  Saturday  the  4th  of  March 
and  Sunday  5th  March,  that  at  4  p.m.  in  the  afternoon  of  the  4th  March,  a  situation  was 
deliberately  created  to  give  the  impression  that  work  had  ceased  for  the  day  when  it  was 
the  intention  to  resume  work  at  a  later  stage  in  the  absence  of  the  Agriculture  official, 
when  the  stamps  could  be  applied  without  the  risk  of  detection  in  the  absence  of  supervi- 
sion by  the  Agricultural  officer. 

If  it  were  otherwise,  there  was  no  necessity  for  Mr  O'Reilly  to  inform  Harbour  Sergeant 
Kinlan  that  they  Were  only  checking  some  containers  and  in  attempting  to  conceal  the 
fact  that  they  were  due  to  work  in  Eirfreeze  and  not  in  the  Molloy  and  Sherry's  yard. 


CHAPTER  EIGHTEEN 

AIBP  (Nenagh) 
Jerry  O'Callaghan 


It  appears  from  the  official  reports  of  proceedings  in  Dail  Eireann  on  the  12th  day  of 
April  1989,  Deputy  Desmond  had  asked  the  Minister  for  Agriculture  &  Food  if  he  was 
aware  of  an  allegation,  notified  to  his  Department,  that  a  journalist  saw  the  removal  of 
and  changing  of  stamps,  dressings  and  labels,  on  beef  carcases  in  a  plant  (details  supplied) 
on  12/1 3  th  January  1989  and  if  he  would  state  the  outcome  of  his  investigations  into  this 
matter. 

The  Minister  for  Agriculture  &  Food  replied  as  follows; 

"I  am  informed  by  my  Department  that  a  journalist  submitted  a  number  of  queries 
to  an  official  of  the  Department  in  relation  to  the  alleged  incident.  Inquiries,  which 
have  not  yet  been  concluded,  are  underway  in  the  Department,  arising  from  the 
queries  submitted" 

The  purpose  of  Deputy  Desmond  in  tabling  the  said  Parliamentary  Question  was  to  seek 
confirmation  that  the  journalist  in  question  had  notified  the  Department  of  Agriculture  & 
Food  of  his  allegations  and  to  inquire  as  to  the  response  of  the  Minister. 

The  journalist  in  question  was  Jerry  O'Callaghan  of  RTE  and  he  had  informed  Deputy 
Desmond  that  he  notified  the  Department  of  Agriculture  &  Food  of  what  he  had  seen  on 
the  night  in  question. 

For  reasons  which  will  appear,  the  Tribunal  considers  it  desirable  to  deal  with  this  matter 
at  this  stage  of  its  Report. 

At  this  time,  Mr  O'Callaghan  was  employed  by  RTE  as  a  journalist  and  was  involved  in 
the  preparation  and  presentation  of  programmes  for  the  "Today  Tonight"  series  of  current 
affairs  programmes, 
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Mr  O'Callaghan  had  graduated  from  UCD  with  a  degree  in  Agricultural  Science  and  after 
spending  a  number  of  years  teaching,  he  did  a  Master's  degree  in  Agricultural  Science. 
Between  1970  and  1977  he  worked  in  the  Department  of  Agriculture,  In  1977  he  joined 
the  staff  of  RTE  and  originally  worked  on  and  presented  the  * 'Landmark"  programme 
which  was  a  weekly  programme  dealing  with  farming. 

In  1986  he  joined  the  team  responsible  for  the  "Today  Tonight"  programme  and  was 
responsible  for  a  number  of  programmes  about  farming  and  about  the  meat  business. 

In  January  1989  he  was  attempting  to  investigate  allegations  that  he  had  heard  about 
stamp  changing  and  malpractices,  in  particular  in  the  Goodman  Organisation. 

In  pursuance  of  such  investigations  he  visited  the  AIBP  plant  in  Nenagh  on  four  different 
occasions,  namely  the  nights  of  the  12th  January  1989,  13th  January  1989, 1st  March  1989 
and  the  13th  March  1989. 

The  only  visit  which  is  of  importance  to  the  Tribunal  is  that  of  the  visit  on  the  night  of 
the  12th  January  1989  because  that  is  the  only  night  upon  which  he  was  able  to  gain 
admission  into  the  plant. 

The  relevant  portion  of  Mr  O'Callaghan's  evidence  to  the  Tribunal  was  that  on  this  night 
of  the  12th  January  1989,  he  secured  admission  to  the  plant  at  about  midnight  and  that: 

1.  Before  he  gained  admission  to  the  plant,  he  saw  a  number  of  cars,  some  with 
Northern  Ireland  registration,  parked  in  the  carpark;  two  large  containers  parked 
in  the  vicinity  of  the  entrance  to  the  plant.  The  names  on  the  containers  were: 
(a)  Molloy  &  Sherry  and  (b)  Sealand. 

2.  After  he  secured  admission  to  the  plant  he  saw  quarters/carcases  being  taken  from 
the  Molloy  &  Sherry  container  and  being  placed  on  a  moving  rail  along  which 
carcases  are  moved  or  pushed  which  ran  around  the  hall;  that  there  were  about  6 
or  7  men,  dressed  in  overalls  or  wearing  white  coats,  working  in  the  hall;  that  the 
carcases  or  quarters  taken  out  of  the  Molloy  &  Sherry  container  were  covered; 
that  the  first  thing  done  with  these  carcases  was  the  removal  of  the  covering  theref- 
rom; that  once  the  covering  was  removed,  one  man  operating  an  angle  grinder,  a 
circular  disc,  shaved  stamps  off  the  carcases  and  may  in  addition  have  removed 
dirty  or  damaged  parts  of  the  carcases;  a  man,  other  than  the  man  removing  the 
coverings  from  the  carcases,  then  washed  the  carcases  and  another  man  placed  a 
stamp  with  a  different  number  to  that  which  had  been  removed;  that  the 
carcase/quarter  was  then  covered  up  again  and  placed  in  a  container. 


The  Tribunal  carried  out  detailed  inquiries  into  this  incident  and  heard  evidence  with 
regard  thereto  from  James  Monaghan,  Factory  Manager,  AIBP  Nenagh,  Edward  Kelly, 
the  Agricultural  Officer  on  duty  at  the  plant  that  night,  Frank  Brislane,  Supervisory  Agri- 
cultural Officer  and  Joseph  Mangan,  Veterinary  Inspector  responsible  for  the  AIBP  plant 
at  Nenagh, 
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This  evidence  established  to  the  satisfaction  of  the  Tribunal  that: 

(1)  In  October/November  1988,  the  International  Division  of  the  Goodman  Group 
of  companies  had  requested  Mr  Monaghan  to  make  the  plant  available  for  an 
extensive  re-packaging  operation  to  be  carried  out  by  them. 

(2)  He  agreed,  subject  to  the  condition  that  the  carrying  out  of  such  operation  would 
not  in  any  way  interfere  with  the  day  to  day  operations  of  the  plant. 

(3)  This  meant  that  it  could  only  be  carried  out  after  the  completion  of  the  ordinary 
day's  work  in  the  plant  because,  as  stated  by  Mr  Monaghan,  it  was  not  desirable 
to  have  frozen  meat  coming  into  the  factory  while  there  was  fresh  beef  in  the 
loading  bay  or  in  transit  from  the  chills  to  the  boning  hall. 

(4)  None  of  the  usual  factory  operatives  using  the  plant  were  engaged  in  this  re- 
packing or  re-packaging  operation. 

(5)  The  re-packaging  operation  was  carried  out  by  operatives  employed  by  the  Inter- 
national Division  of  the  Goodman  Group  of  companies. 

(6)  Mr  Monaghan  had  no  involvement  in  the  operation  other  than  making  the  plant 
available  outside  the  normal  working  hours  of  the  plant. 

(7)  The  Department  of  Agriculture  was  at  all  times  notified  by  the  International 
Division  of  the  intention  to  re-package  the  carcases/quarters. 

(8)  On  the  night  in  question  Mr  Kelly  was  the  Agricultural  Officer  on  duty. 

(9)  Mr  Kelly  had  taken  up  duty  at  the  plant  at  9  a.m.  on  the  morning  of  the  12th 
January  1989  and  remained  on  duty  until  5  a.m.  on  the  13th  day  of  January  1989 
and  resumed  work  again  at  9  a.m.  on  that  day. 

(10)  The  frozen  meat  being  re-packaged  was  meat  intended  for  export  to  Morocco,  in 
accordance  with  the  terms  of  the  contract  referred  to  in  the  chapter  dealing  with 
the  Eirfreeze  incident. 

(11)  Before  the  meat  was  unloaded  from  the  containers,  Mr  Kelly  checked  the  seal 
^ — smmber  thereon  with  the  movement  certificate  and  only  then  broke  the  seal  on 

the  container. 


The  re-packaging  then  began  and  on  completion  thereof  Mr  Kelly  prepared  the 
documentation  to  cover  the  transfer  of  the  meat  from  one  container  into  another, 
including  a  Movement  Certificate,  a  Release  Form  and  the  Veterinary  Inspector 
Z      would  provide  a  Meat  Inspection  Certificate. 

413)  -AH  the  relevant  documentation  was  prepared  by  Mr  Kelly. 

^14)  Due  to  the  necessity  to  prepare  such  documentation  Mr  Kelly  was  not  at  al!  times 
 j11  the  hall  and  only  visited  it  from  time  to  time. 


Faccepts  the  evidence  of  Mr  O'Caltaghan  with  regard  to  what  he  saw  happen- 
:g&^B£ni^Hall  and  having  regard  to  the  fact  that  the  meat  being  re-packaged  was 
^^^S^3^0'  The  Tribunal  is  satisfied  that  what  Mr  O'Callaghan  described  was 
^■^similar  t0  that  being  carried  out  at  Eirfreeze  when  it  was  interrupted  by  the 
-Hie  Officers  referred  to  elsewhere  in  this  Report.  The  carcases/quarters  were 
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being  packaged  in  accordance  with  the  customer  requirements  as  described  by  Mr  Birdy 
the  Transport  Manager  of  the  International  Division  of  the  Goodman  Group, 

Having  regard  to  the  evidence  that  the  six  containers  on  the  South  Quay  referred  to  in 
the  previous  chapter  were  loaded  in  Nenagh  and  had  "CU2"  stamps  thereon  the  Tribunal 
is  satisified  that  in  addition  to  the  legitimate  and  authorised  re-packaging,  stamps  as 
described  by  Mr  O'Callaghan  were  applied  to  carcases  in  Nenagh. 


CHAPTER  NINETEEN 


1988  APS  Scheme 


The  Tribunal  was  obliged  to  inquire  into  the  operation  of  the  1988  APS  scheme  which 
had  been  introduced  under  Commission  Regulation  2675/88  and  the  investigation  carried 
out  by  the  Customs  &  Excise  authorities  and  the  Department  of  Agriculture  &  Food  into 
such  operation. 

This  Regulation  set  forth  in  detail  the  terms  and  conditions  applicable  to  the  scheme  and 
provided,  inter  alia,  that: 

"(1)  Provisions  should  be  laid  down  enabling  the  applicants  to  benefit  from  an 
advance  payment  of  the  aid  subject  to  a  security; 

(2)  In  view  of  the  exceptional  circumstances  in  the  beef  market  and  in  order  to 
encourage  operators  to  make  use  of  private  storage  it  should  be  provided  that, 
for  a  limited  period,  products  under  private  storage  contract  should  be  able  at 
the  same  time  to  be  placed  under  the  system  laid  down  in  Article  5(1)  of  Council 
Regulation  (EEC)  No.  565/80  of  4th  March  1980  on  the  advance  payment  of 
Export  Refunds  in  respect  of  Agricultural  products; 

(3)  In  the  case  of  boning,  if  the  quantity  actually  stored  does  not  exceed  67  kilograms 
of  bone  meat  per  100  kilograms  of  unboned  meat  employed,  private  storage  shall 

rid. 


>  quantity  actually  stored  exceeds  67  kilograms  but  is  lower  than  75  kilograms 
—z^boned  meat  per  100  kilograms  of  unboned  meat  employed,  the  aid  referred  to 
shall  be  reduced  proportionally. 

^^52-^4  s^a^  be  granted  in  the  case  of  boning  for  quantities  in  excess  of  75  kilo- 
grams  of  boned  meat  per  100  kilograms  of  unboned  meat  employed. 

-tendons,  cartilages,  pieces  of  fat  and  other  scraps  left  over  from  cutting 
!  may  not  be  stored." 


sssity- for  such  inquiry  by  the  Tribunal  arose  because: 
^I^fe  allegation  made  in  the  ITV  programme  that: 
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"A  proposed  major  European  investigation  into  Goodman's  organisation  did  not 
happen  after  assurances  were  received  from  the  Irish  authorities  that  they  them- 
selves had  a  wide-ranging  investigation  into  Goodman  in  hand;  but  that  there  is 
no  evidence  of  any  such  investigation." 

and 

2.  the  allegations  made  in  Dail  Eireann: 

(a)  By  Deputy  Dick  Spring  on  the  26th  April  1989  that  the  Department  gave 
advance  notice  of  inspections  at  meat  plants  and  in  particular  at  Foynes  on  the 
15th  and  16th  April  1989  and  that  almost  all  the  samples  taken  there  had 
trimmings  in  them  or  were  otherwise  suspicious. 

(b)  By  Deputy  Barry  Desmond  on  the  9th  March  1989  that  there  had  been  a  major 
investigation  into  the  Charleville  plant  of  the  Halal  associated  United  Meat 
Packers  export  company  in  relation  to  export  refunds. 

(c)  By  Deputy  Brendan  McGahon  on  the  24th  May  1991  that: 

Four  foreign  owned  Irish  based  companies  like  Halal,  Hibernia  Meats,  Agra 
and  Taher  had  not  been  mentioned  in  DAil  Eireann  when  Larry  Goodman  and 
his  companies  were  vilified  in  a  manner  that  no  other  public  person  had  been 
vilified  in  Dail  Eireann  in  the  70  years  of  this  State. 

That  fines  initially  totalling  over  £20m  for  irregularities  uncovered  in  the 
operation  on  the  APS  scheme  were  reduced  to  £3. 6m  by  the  Minister  for  Agri- 
culture &  Food.  Four  of  the  five  companies  were  fined  for  serious  and  deliber- 
ate breaches  of  regulations  and  the  fifth  and  smallest  fine  was  £90,000  for 
technical  breach  and  this  was  Anglo  Irish. 

The  allegation  made  in  the  ITV  programme  implied  that  there  was  collusion  between  "the 
Irish  authorities"  and  the  Goodman  organisation  to  thwart  a  major  European  investi- 
gation by  the  appropriate  authority  of  the  European  Commission  into  the  Goodman 
organisation  and  was  part  of  the  general  approach  in  the  said  programme  that  the  Good- 
man organisation  was  protected  and  favoured  by  the  Irish  Government,  because  of  polit- 
ical connections  therewith. 

Because  of  the  seriousness  of  this  allegation  the  Tribunal  sought  at  the  earliest  possible 
opportunity  the  assistance  of  the  European  Commission  in  determining  its  truth  or 
otherwise. 

On  the  16th  day  of  July  1991,  the  Tribunal  wrote  to  Monsieur  Michel  Jacquot  who  was 
the  Director  of  FEOGA  which  is  the  French  acronym  for  the  European  Agricultural 
Guarantee  and  Guidance  Fund  (EAGGF). 

In  this  letter  Monsieur  Jacquot  was  informed  of  the  terms  of  reference  of  the  Tribunal 
the  nature  of  the  specific  allegations  made  and  his  assistance  invoked. 

In  reply,  Monsieur  Jacquot  informed  the  Tribunal  that: 

"The  allegations  as  conveyed  in  your  letter  16th  July  and  equally  in  the  Statement  of 
Allegations  is  without  foundation  (in  respect  of  the  services  of  EAGGF)." 
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Though  this  reply  satisfactorily  established  the  falsity  of  the  allegation  the  Tribunal  was 
obliged  to  hear  evidence  in  regard  thereto  and  as  a  result  of  such  evidence  it  was  clearly 
established  to  be  baseless  and  false.  Such  was  the  cogency  of  the  evidence  in  this  regard 
that  the  allegation  was  withdrawn  by  Ms  Susan  O'Keeffe,  the  journalist  who  had  rese- 
arched and  played  a  large  part  in  the  preparation  of  the  programme. 

The  allegations  made  in  Dail  Eireann  arise  out  of  the  investigations  carried  out  by  the 
Customs  and  Excise  authorities  and  the  Department  of  Agriculture  into  the  operations  of 
the  said  scheme  and  it  is  necessary  to  deal  in  a  general  way  with  these  investigations 
because  of  their  individual  importance  and  of  their  relevance  to  the  question  of  the 
adequacy  of  the  controls  exercised  in  the  operation  of  the  scheme,  the  adequacy  of  such 
controls  in  the  operation  of  the  1986  scheme  having  been  queried  by  the  Comptroller  and 
Auditor  General  and  the  European  Commission. 

The  Department  of  Agriculture  is  responsible  for  the  supervision  of  all  APS  production, 
deboning,  transporting  and  storage  operations  and  ensuring  compliance  with  all  regula- 
tions relevant  thereto.  Under  the  1988  scheme  all  contracted  beef  had  to  be  placed  in 
store  prior  to  the  23rd  December  1988. 

The  following  table  illustrates  the  traders  who  availed  of  the  scheme,  the  number  of  con- 
tracts, the  tonnage  contracted  and  the  percentage  share  of  contracted  production. 


Contractor 

No.  of  Contracts 

Tonnage  Contracted 

Share  of  Total  APS 
contracted  Production  % 

1.  AIBP 

1,173 

42,383 

319 

2.  Agra 

433 

25,978.5 

19.5 

3,  UMP 

237 

19,927 

15.0 

4.  Hibernia 

191 

18,335 

13.8 

5,  Taher 

86 

9,598 

7.2 

6.  Kildare 

246 

7,770 

5.8 

7.  Liffey 

34 

3,395 

2.6 

8.  Slaney 

27 

2,234 

1.7 

9.  KMP 

6 

1,000 

10: Kepak 

10 

720 

11.  DJS 

9 

700 

2.5 

12.  J.  Doherty 

9 

700 

13.  Meadow 

5 

210 

14.  Rangefand 

2 

60 

Totals.. .  

2,468 

133,010.5 

Almost  all  the  beef  placed  in  store  in  pursuance  of  the  said  contracts  and  scheme  was 
"bonded"  which  is  a  Customs  term  to  describe  the  procedure  already  referred  to  in  the 
course  of  this  Report,  under  form  Customs  &  Excise  977  (C&E  977)  headed  "Register  of 
CAP  goods  placed  under  control  prior  to  date  of  export." 

Tile  Purpose  .of  this  procedure  is  to  fix  a  date  prior  to  the  date  of  exportation  as  the 
cTjeratrveWe  for  the  rate  of  CAP  refund/charge  applicable. 

As  the  provisions  of  Article  5  of  Council  Regulation  (EEC)  No.  565/80  were  applicable 
°  beef  stored  in  accordance  with  the  provisions  of  Commission  Regulation  2675/88,  the 
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approved  consignor  was  entitled  to  claim  advance  payment  of  the  export  refund  involved 
at  the  time  of  placement  of  the  beef  under  Customs  control. 

As  previously  pointed  out,  the  Customs  &  Excise  authorities  are  the  competent  authorities 
to  interpret  the  Export  Refund  nomenclature  classification  and  have  an  important  role  in 
the  control  of  exports  and  in  the  working  and  control  of  the  Export  Refund  system. 

This  control  is  exercised  through  a  combination  of  physical  and  documentary  checks  which 
it  carried  out  at  meat  plants  and  cold  stores  throughout  the  country  and  at  export 
locations. 

As  will  be  seen  from  the  table  produced  above,  133,010.5  tonnes  of  beef  were  placed  in 
storage  under  the  1988  APS  scheme.  The  evidence  established  that,  of  this  133,010.5 
tonnes,  some  90,000  tonnes  of  beef  were  deboned  under  Article  4  of  Regulation  2675/88, 
producing  approximately  67,000  tonnes  of  boneless  beef,  giving  an  average  yield  of 
74.44%. 

The  amount  of  beef  stored  under  this  APS  scheme  was  the  highest  ever  experienced  in 
Ireland. 

Given  the  large  quantities  involved  and  in  consequence  the  large  sums  payable  in  Export 
Refunds  and  APS  aid,  it  was  felt  in  the  Department  of  Agriculture  that  some  additional 
checking  measures  were  desirable  to  enable  the  Department  to  be  fully  satisfied  that  the 
requirements  of  both  the  APS  scheme  and  the  Export  Refund  scheme  were  met. 

In  addition,  this  decision  was  influenced  by  the  outcome  of  the  investigations  conducted 
on  product  produced  under  the  1986  scheme  already  dealt  with  in  this  Report  and  concern 
was  also  expressed  at  the  initial  findings  of  a  Customs  investigation  undertaken  in  the 
early  months  of  1989. 

This  investigation  was  undertaken  by  Sean  P.  O'h-Odhr&n,  a  Higher  Officer  of  Customs  & 
Excise  stationed  at  Waterford  with  responsibility  for  Autozero  Ltd  trading  as  Waterford 
Coldstores,  Christendom,  Ferrybank  in  Waterford. 

United  Meat  Packers  (Exports)  Ltd.  of  Clare  Road,  Ballyhaunis  in  the  County  of  Mayo, 
an  approved  CAP  consignor,  stored  68,467  cartons  (weighing  approximately  1,650  tonnes) 
of  beef,  which  had  been  boned  at  United  Meat  Packers,  Charleville  Ltd.,  Charleville  in 
the  County  of  Cork,  at  Autozero  Ltd. 

During  late  December  1988  and  early  January  1989,  Mr  O'h-Odhrain  had  discussed  with 
Mr  Staple  ton,  a  Higher  Officer  of  Customs  &  Excise  in  Ballina  in  the  County  of  Mayo, 
the  rate  of  yield  achieved  by  United  Meat  Packers  (Exports)  Ltd. 

Examination  of  the  yields  for  all  APS  contracts  stored  at  Autozero  Ltd  showed  that,  of 
the  27  contracts  stored  in  Waterford,  United  Meat  Packers  had  achieved  a  yield  in  excess 
of  76%  in  6  contracts,  in  excess  of  75%  in  5  contracts  and  in  excess  of  74%  in  all  other 
contracts. 
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These  yields  were  considered  to  be  exceptionally  high  by  Mr  O'h-Odhrain  who  had  the 
benefit  of  the  experience  of  the  investigations  carried  out  by  him  at  Waterford  in  respect 
of  the  1986  APS  scheme. 

He  decided  to  thaw  out  cartons  of  flank  beef  from  two  APS  contracts  initially,  for  the 
purpose  of  conducting  an  effective  internal  examination. 

On  the  23rd  January  1989  he  selected  for  thawing  39  cartons  of  flanks  ex  APS  Contract 
No.  2675/B/10202  aiid  12  cartons  of  flank  ex  Contract  No.  2675/B/10207. 


Of  the  39  cartons  taken  from  the  first  contract,  20  cartons  were  found  to  contain  pieces 
of  beef  which  were  not  individually  wrapped  and  six  cartons  were  found  to  contain  trim- 
mings in  varying  amounts. 

Of  the  12  cartons  examined  from  the  second  contract,  1  carton  was  found  to  contain 
trimmings,  2  further  cartons  contained  pieces  of  beef  which  were  not  individually  wrapped. 

As  he  was  not  satisfied  with  the  purported  explanation  of  these  matters  given  by  UMP, 
on  the  8th  February  1989  he  selected  for  thawing  a  further  396  cartons  of  flank  beef 
from  the  remaining  25  APS  hindquarter  bonds  and  80  cartons  of  forequarter  beef  from  5 
forequarter  bonds  from  APS  contracts. 

This  involved  the  thawing  out  of  476  cartons.  As  a  result  of  what  was  discovered  on  the 
examination  of  the  contents  of  these  cartons  a  further  352  cartons  of  forequarter  beef 
were  selected  for  thawing  on  the  6/3/1989  and  examined  on  the  13/3/1989. 

Overall,  879  cartons  were  thawed  and  the  contents  examined. 

This  examination  disclosed  that  of  the  447  cartons  of  hindquarter  beef  examined; 

473  cartons  contained  trimmings  of  an  average  weight  of  4.57  kilograms  per  carton, 

110  cartons  contained  beef  not  individually  wrapped, 
and  

J2Lthe  432  cartons  of  forequarter  beef  examined: 


51  cartons  contained  trimmings  of  an  average  weight  of  .95  kilograms  per  carton, 
22  cartons  contained  pieces  of  beef  not  individually  wrapped, 
3  cartons  contained  shin  beef 

--Theqpresence  of  trimmings  and  shin  beef  and  the  failure  to  individually  wrap  pieces  of 
Jft33L«asJn  breach  of  the  regulations. 

In  addition  to  the  thawing  and  examinations  carried  out  on  the  aforesaid  879  cartons,  two 
Jtfhole  bondings  comprising  2,478  cartons  were  check  weighed  and  compared  with  the 
weights  as  declared  when  the  goods  were  placed  under  Customs'  control  and  found  to  be 
?nt. 
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Preliminary  reports  on  the  said  findings  were  sent  to  the  Paying  Agency  (the  Department 
of  Agriculture  &  Food)  on  February  the  8th  1989,  on  March  1st  and  March  the  16th  1989 
and  the  final  report  was  sent  on  the  19th  of  April  1989. 

In  the  course  of  a  reply  to  certain  queries  raised  by  the  Comptroller  &  Auditor  General 
on  the  13th  of  July  1988  with  regard  to  the  operation  of  the  1986  Scheme,  the  Secretary 
to  the  Department  of  Agriculture  had,  on  the  27th  day  of  October  1988,  stated,  inter  alia, 
that  the  Department's  checking  and  supervisory  procedures  are  kept  under  constant 
review  and  that  checks  would  be  carried  out  on  foot  of  selected  contracts  after  the  product 
had  been  placed  in  private  storage. 

From  the  experience  gained  in  the  AIBP  Waterford  /  Ballymun  Investigation  it  was 
decided  that  two  forms  of  post  vacuum  checks  would  be  undertaken  on  the  1988  APS 
Scheme  product.  Namely: — 

(1)  Weighing  of  randomly  selected  contracts  or  cuts  within  contracts,  and 

(2)  Examination  of  boxes  of  meat,  including  thawing  of  plate  and  flank  and  forequar- 
ter  boxes. 

The  weighing  of  product  under  selective  contracts  was  undertaken  in  December  1988  and 
this  check  did  not  reveal  any  discrepancies  between  weights  declared  and  actually  entered 
into  store. 

In  the  early  months  of  1989  an  examination  into  the  documentary  details  of  all  contracts 
under  this  scheme  was  undertaken.  The  largest  participants  were  identified,  in  particular 
those  that  had  placed  beef  in  store  in  boneless  form  and  contracts  with  high  yields  were 
noted. 

The  Department  of  Agriculture,  following  consultations  with  the  Revenue  Commissioners, 
decided  to  conduct  an  in  depth  investigation  into  meat  stocks  held  in  warehouse  storage 
by  the  major  exporters. 

This  investigation  took  the  form  of  a  joint  Customs  &  Excise  /  Department  of  Agriculture 
sampling  programme. 

The  Tribunal  has  heard  detailed  evidence  from  the  Department  of  Agriculture  officials 
and  the  officers  of  Customs  &  Excise  engaged  in  this  joint  sampling  exercise  but  considers 
it  unnecessary  to  review  same  during  the  course  of  this  Report  and  will  limit  this  Report 
to:— 

(1)  the  nature  and  extent  of  the  investigations; 

(2)  the  findings  as  a  result  of  such  investigations; 

(3)  the  sanctions  imposed  on  companies  as  a  result  of  such  findings;  and 

(4)  the  manner  in  which  such  sanctions  were  determined  and  the  reasons  therefor. 

This  Joint  Sampling  Programme  conducted  by  the  Customs  and  Excise  and  the  Depart- 
ment of  Agriculture  extended  over  the  six  month  period,  April  to  September  1989,  and 
proceeded  in  three  phases. 
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As  appears  from  the  report  of  the  Customs  &  Excise  authorities  made  on  the  20th  day  of 
December  1989  and  verified  in  evidence  during  the  course  of  the  Hearings  before  the 
Tribunal  the  facts  in  relation  to  the  nature  and  extent  of  the  investigations  are  as  follows:— 

Phase  1,  commenced  in  April  1989  and  concluded  in  May  1989; 
Samples  were  drawn  from  the  following  seven  traders: 

Liffey  Meats; 

Halal  (United  Meat  Packers); 
Anglo  Irish  Beef  Processors; 
Agra  Trading; 
Taher  Meats; 
Kildare  Meats; 
Hibernia  Meats; 

These  traders  together  process  almost  98%  of  total  national  beef  production. 

The  sampling  selections  made,  while  equally  valid  for  both  APS  and  Export  Refund  pur- 
poses, focused  on  those  APS  beef  contracts  where  suspiciously  high  yields  had  shown  up 
in  the  Department  of  Agriculture  Analysis  of  Yields. 

For  security  and  operational  reasons  all  the  samples  were  brought  to  a  central  coldstore 
—  National  Cold  Storage,  Tallaght  and  Irish  Cold  Stores,  Tallaght  —  for  thawing  and 
subsequent  examination. 

Initially  the  samples  selected  consisted  of  some  two  hundred  (200)  cartons  per  producer 
plant*  However,  in  one  case  it  was  necessary  to  draw  a  large  sample  of  boxed  beef  at  the 
ship  side  at  the  Port  of  Foynes,  Co.  Limerick,  which  had  been  declared  for  export  by 
Halal  (United  Meat  Packers)  and  was  in  the  course  of  shipment. 

The  necessity  arose  because  this  particular  consignment,  under  export  movement,  con- 
tained many  of  the  Customs'  bonds  and  beef  cuts  which  the  Customs  &  Excise  wished  to 
sample  and  a  total  of  1,692  cartons  were  drawn.  -  ^ 

Due  to  the  level  of  infringements  found  in  cartons  containing  plate  &  flank  it  was  decided 
to  extend  the  sampling  operation  and  to  include  smaller  traders,  not  already  sampled. 

This  was  done  in  Phase  2  of  the  Joint  Sampling  operation,  which  commenced  in  June  1989 
and  concluded  in  July  1989. 

It  increased  the  sampling  of  plate  and  flank  products  stored  by  the  seven  traders  listed 
above  and  extended  the  exercise  to  smaller  traders. 

It  also  involved  a  further  sampling  of  forequarters  from  one  large  producer,  namely  AIBP. 
The  selection  basis  in  Phase  2  was  orientated  more  towards  the  Customs  bonding  lots  held 
in  warehouse  in  order  to  extend  the  sampling  coverage  for  Export  Refund  purposes. 

Thawing  and  examination  of  the  sampled  beef  was  conducted  in  the  premises  of  National 
Cold  Storage,  Tallaght  and  Irish  Coldstores,  Tallaght. 
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Following  the  findings  in  Phases  1  and  2  it  was  clear  that  as  regards  the  scale  of  infringe- 
ments  found,  the  most  serious  problems  lay  with  the  plate  and  flank  cuts  declared  by  the 
following  four  traders: — 

Agra  Trading; 

Hibernia  Meats; 

Halal  (United  Meat  Packers); 

Taher  Meats. 


The  Department  of  Agriculture  discussed  the  question  of  the  representativeness  of  the 
sample  findings  with  these  four  traders  but  no  agreement  could  be  reached.  It  was  then 
decided  to  conduct  a  final  sampling  phase  to  complete  the  sampling  coverage,  and  to 
answer  the  traders'  complaint  that  the  sampling  was  not  sufficiently  representative  of 
overall  plate  and  flank  production. 

The  selection  was  made  centrally  in  conjunction  with  the  Department  of  Agriculture, 
account  being  taken  of  production  plants,  coldstores  and  bonding  lots  which  had  not  been 
sampled  previously. 

This  third  phase  commenced  in  August  1989  and  concluded  in  early  September  1989.  The 
specified  samples  were  drawn  by  local  Customs'  Control  Officers  and  were  thawed  and 
examined  in  suitable  local  premises  countrywide. 

Sampling  Procedure 

The  sampling  phases  outlined  above  were  part  of  one  overall  operation.  The  main  differ- 
ence between  the  phases  lay  in  the  manner  of  the  selection  of  samples. 

The  selection  procedure  employed  in  each  phase  was  as  follows: — 

In  Phase  1  (April-May  1989)  the  selection  of  samples  was  made  by  the  Department  of 
Agriculture. 

In  Phase  2  (June- July  1989)  the  selection  of  samples  was  made  by  local  Customs  &  Excise 
Control  Officers.  Samples  were  drawn  from  the  broadest  possible  range  of  bondings. 

In  Phase  3  (August-September  1989)  the  selections  of  the  bondings  from  which  samples 
were  to  be  drawn  were  made  centrally  by  Customs  &  Excise  in  consultation  with  the 
Department  of  Agriculture. 

The  samples  were  then  drawn  by  local  Customs'  Control  Officers.  In  Phase  3  sampling 
was  concentrated  on  the  products  of  four  companies.  Namely: — 

Agra  Trading; 
Hibernia  Meats; 

Halal  (United  Meat  Packers);  and; 
Taher  Meats. 


This  concentration  on  the  said  four  companies  was  as  a  result  of  the  high  level  of  infringe- 
ments detected  during  the  course  of  the  investigations  in  Phases  1  and  2. 
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In  all  phases  the  thawing  and  examination  operations  were  conducted  as  follows: 

Most  selected  samples  were  brought  in  sealed  refrigerated  lorries  to  the  premises  of 
National  Cold  Storage  (NCS),  Tallaght  and  Irish  Coldstores  (ICS),  Tallaght 

Some  samples,  however,  were  examined  in  suitable  local  premises. 

All  samples  were  placed  in  freezers  and  sealed  with  both  Department  of  Agriculture  and 
Customs  &  Excise  seals.  When  meat  was  due  for  examination,  it  was  removed  from  the 
freezers  and  placed  in  a  separate  room  where  a  controlled  thawing  process  began. 

The  thawing  room  was  secured  under  Customs  &  Excise  /  Department  of  Agriculture  seal 
throughout  the  process. 

The  examinations  were  carried  out  in  a  room  approved  by  Veterinary  staff  of  the  Depart- 
ment of  Agriculture.  The  boxes  of  meat  were  brought  into  the  examination  room  on 
pallets.  Each  box  was  examined  externally  and  the  following  information  noted  on  exam- 
ination record  sheets:— 

(1)  Veterinary  Seal  Number; 

(2)  APS  Contract  Number; 

(3)  Deboning  Certificate  Number; 

(4)  Date  Code; 

(5)  Type  of  meat  cut; 

(6)  Net  Weight. 

Each  box  was  weighed  and  the  weight  recorded  on  the  examination  record  sheets.  The 
contents  of  the  box  were  then  examined  jointly  by  the  Customs'  officer  in  attendance 
and  by  the  Veterinary  Inspector  assisted  by  Agricultural  Officers  of  the  Department  of 
Agriculture. 

Those  boxes  whose  contents  were  found  regular  as  declared  were  re-palleted  and  returned 
to  the  freezer. 

In; -all  cases  where  boxes  were  found  to  contain  infringements,  the  nature  of  the  infringe- 
ments were  recorded  on  the  examination  record  sheets.  These  boxes  were  then  clearly 
marked,  stored  on  separate  pallets  and  returned  to  the  freezer. 

At  the  end  of  each  day's  examination,  Customs  staff  compared  their  examination  record 
sheets  for  accuracy  with  the  sheets  used  by  the  Department  of  Agriculture  staff. 

The  Customs'  officer  countersigned  "Agriculture"  work  sheets  and  copies  of  these  were 
given  by  Department  of  Agriculture  to  a  representative  of  the  trader  concerned  whose 
goods  had  been  examined.  Normally,  trader  representatives  were  in  attendance  for  the 
duration  of  the  examination  but  in  some  cases,  however,  traders  declined  to  send  repres- 
entatives. 
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The  Tribunal  is  satisfied,  from  the  evidence  adduced  before  it,  that  the  Joint  Sampling 
Investigation  carried  out  by  the  Department  of  Agriculture  and  the  Customs  &  Excise 
Authorities  was  detailed,  thorough  and  exhaustive. 

During  the  week  beginning  the  10th  day  of  April  1989  and  ending  on  Friday  the  14th  day 
of  April  1989  an  EC  Commission  FEOGA  Audit  visited  Ireland  for  the  purpose  of  con- 
ducting a  FEOGA  Article  9  Inquiry. 

As  appears  from  the  evidence  of  Monsieur  Jacquot,  this  visit  was  part  of  an  overall  investi- 
gation by  the  FEOGA  Audit  Unit  into  the  operation  of  the  APS  Scheme  in  the  several 
Member  States  including  Ireland. 

During  the  course  of  the  week  the  FEOGA  Audit  team  consisting  of  four  members, 
visited  Autozero  Cold  Store,  Cabra,  National  Coldstore,  Tallaght,  Norish  Coldstore, 
Rangeland  Meats,  Kepak,  Clonee,  Hibernia  Coldstores,  Sallins,  Roscrea  Coldstore,  Auto- 
zero, Waterford,  National  Coldstore,  Tallaght  and  examined  in  each  of  these  coldstores 
the  departmental  and  coldstore  records  and  carried  out  a  physical  examination  of  product 
selected  by  the  FEOGA  Audit  Team*  The  said  team  expressed  themselves  to  be  very 
happy  with  the  system  in  place  for  the  control  and  operation  of  the  APS  Scheme. 

In  addition  to  visiting  these  coldstores  the  Audit  team  carried  out  an  examination  of 
records  corresponding  to  product  and  records  which  they  had  examined  locally  in  the 
coldstores  and  found  that  all  records  in  the  Headquarters  of  the  Department  of  Agricul- 
ture, reconciled  with  the  Audit's  teams  local  findings. 

It  was  agreed  that  the  result  of  the  sampling  operation  then  in  vogue  would  be  provided 
to  the  Commission  as  soon  as  possible. 

In  the  course  of  his  evidence  Monsieur  Jacquot  stated  that: 

"when  we  actually  began  our  inquiry,  we  discovered  that  there  was  already  an  inquiry 
in  progress  in  Ireland  and  decided  that  we  should  really  join  forces."  He  stated  that 
"the  team  felt  that  there  was  no  reason  to  disperse  our  efforts  because  neither  the 
Commission  nor  the  Irish  Authorities  had  enormous  numbers  of  staff  and  con- 
sequently "it  was  decided  that  we  should  join  hands  with  the  Irish  Authorities  and 
proceed  with  the  inquiry  jointly". 

This  clearly  establishes  the  fact  that  there  was  no  effort  by  the  Irish  Authorities  to  inter- 
fere, in  any  way,  with  the  inquiry  being  carried  out  by  the  FEOGA  Unit. 

The  summary  of  the  findings  in  relation  to  the  aforesaid  investigation  was  submitted  to 
the  Department  of  Agriculture  which  collated  and  analyzed  the  findings. 

A  report  was  prepared  by  Mr  Mullen  and  Ms.  Cannon  and  established  the  following 
facts:— 

(1)  All  of  the  products  selected  for  sampling  were  physically  present  and  available  in 
its  designated  coldstore; 
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(2)  Ail  samples  were  produced  by  the  coldstore  operators  on  request  and  there  were 
no  indications,  from  the  exercise,  that  the  product  contracted  and  declared  for 
APS  and  refund  purposes  respectively  had  not  been  placed  in  store. 

(3)  The  initial  selection  of  samples  had  particular  regard  to  the  high  yields  achieved 
from  the  boning.  It  was  expected  in  planning  the  sampling  programme  that  this 
would  be  a  key  indicator  of  possible  infringements,  particularly  the  inclusion  of 
ineligible  pieces.  It  was  concluded  from  the  results  of  the  examination  that  high 
yields  were  not,  in  themselves,  indicative  of  such  infringements.  In  the  case  of  a 
number  of  contracts  with  exceptionally  high  yields  no  infringements  were 
uncovered. 

All  of  the  meat  examined  was  found  to  comply  with  the  relevant  community  and  national 
hygiene/quality  requirements. 

No  systematic  pattern  of  weight  inflation  was  observed.  Such  discrepancies  as  were  unco- 
vered were  of  a  very  minor  nature,  such  differences  of  plus  or  minus  0.1  kilograms  or  0.2 
kilograms  between  declared  weight  and  weight  recorded  on  examination. 

No  infringements  were  observed  in  respect  of  cuts  other  than  plate  and  flank.  The  descrip- 
tion and  details  of  the  product  on  the  labelling  of  boxes  were  found  to  be  in  order. 

The  only  irregularities  ascertained  during  the  course  of  the  said  investigation  related  to 
the  inclusion  of  trimmings  in  some  of  the  cartons  examined  and  the  failure,  in  some  cases, 
to  individually  wrap  meat  as  required  by  the  regulations. 

The  findings  of  the  investigation  into  UMP  production  from  their  Charleville  plant  were 
incorporated  into  the  Joiitt  Sampling  Programme  results  and  financial  corrections. 

The  UMP  investigation,  which  was  undertaken  in  January  1989,  and  dealt  with  earlier, 
showed  the  inclusion  of  varying  levels  of  non-individually  wrapped  pieces  and  trimmings 
in  plate  and  flank  boxes.  In  addition,  similar  findings  observed,  but  to  a  much  lesser 
degree,  in  boxes  of  chuck  and  blade  and  brisket  examined. 

The  Sampling  Programme  had  covered  products  from  nine  contractors,  namely:— 

._.Agra  Meats  Ltd.; 
Hibernia  Meats  Ltd.; 
United  Meat  Packers  (Halal); 
Taher  Meats; 

Anglo  Irish  Beef  Processors  Ltd.; 
Kiidare  Meats; 
KMP; 
-    Liffey  Meats;  and 
Slaney  Meats. 


In  the  case  of  products  sampled  from  Liffey  Meats  and  Slaney  Meats  all  samples  were 
found  to  be  in  full  compliance  with  the  regulatory  requirements. 
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In  the  case  of  KMP  and  Kildare  Meats,  a  small  number  of  boxes  sampled  were  found  to 
contain  one  or  two  pieces  of  meat  not  individually  wrapped. 

In  the  case  of  AIBP  from  which  by  far  the  greatest  number  of  samples  were  examined, 
ail  samples  were  found  to  be  in  full  compliance  with  the  regulatory  requirements,  except 
that  the  method  of  wrapping  of  individual  pieces  of  meat  was  not  in  compliance  with  the 
regulations. 

The  system  of  wrapping  used,  was  by  way  of  a  single  long  sheet  of  wrapping  folded  in 
such  manner  as  to  separate  each  piece  completely  covering  all  pieces  with  wrapping  and 
preventing  them  from  touching  which  system  of  wrapping  was  not  regarded  as  in  compli- 
ance with  the  regulation. 

At  worst  it  was  clearly  a  technical  breach  of  the  regulation. 
— All  cuts  of  meat  were  physically  present: 
— All  weights  were  correct: 

— All  hygiene  and  quality  requirements  were  complied  with: 
there  was  no  inclusion  of  trimmings  and  all  other  regulations  were  complied  with. 
The  findings  in  respect  of  the  other  four  companies  can  be  summarised  briefly  as  follows: 
Agra  Trading  Ltd. 

This  company  contracted  to  place  26,978  tonnes  in  private  storage  under  the  1988  scheme. 
All  of  the  beef  was  debonech 

The  total  quantity  of  plate  and  flank  meat  placed  in  store  was  3,719  tonnes  and  this  was 
produced  in  16  different  deboning  plants  under  433  contracts. 

The  examination  of  this  company's  product  involved  some  3,836  boxes  from  127  contracts. 
Product  from  almost  all  of  the  plants  was  examined. 

Out  of  the  3,836  boxes  examined  3,197  (84%)  were  found  to  be  clear  and  in  compliance 
with  the  regulations. 

Hibernia  Meats  Ltd. 

This  company  contracted  to  store  18,335  tonnes  of  APS  beef  under  190  contracts.  Overall 
12,774  tonnes  of  beef  covered  by  138  contracts  were  deboned  in  9  separate  deboning 
plants.  The  company  produced  a  total  of  1,668  tonnes  of  plate  and  flank  meat. 

There  were  2,623  boxes  of  plate  and  flank  meat  examined,  1,829  of  these  (70%)  were 
found  to  be  in  full  compliance  with  regulations.  Trimmings  were  found  in  some  647  boxes 
totalling  2:193  kilograms. 

There  were  also  226  boxes  found  with  pieces  of  meat  not  individually  wrapped,  weighing 
728  kilograms. 
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United  Meat  Packers  (Halal) 

This  company  placed  14,949  tonnes  of  boneless  beef  in  store  involving  237  contracts.  This 
included  4,189  tonnes  of  plate  and  flank.  There  were  5  different  deboning  plants  used  by 
the  company. 

With  the  exception  of  product  from  Charleville,  very  little  trimmings  were  found,  in  all 
40  kilograms  between  the  other  4  production  plants. 

All  weights  were  found  to  be  in  order. 

Pieces  of  meat  not  individually  wrapped  were  found  in  each  of  the  production  plants  used. 

In  respect  of  the  meat  produced  at  Charleville,  some  1,258  tonnes  of  plate  and  flank  meat 
under  76  contracts  was  produced  in  this  plant. 

A  total  of  1,961  boxes  were  examined. 

58  of  the  76  contracts  were  sampled  and  14  of  the  contracts  examined  were  found  to  be 
clear.  The  examination  disclosed  significant  levels  of  trimmings.  The  total  quantity  of 
trimmings  found  was  839  kilograms  and  were  found  in  29  of  the  58  contracts  examined. 

Non-individually  wrapped  pieces  of  meat  were  found  in  236  of  the  1,961  boxes  examined, 
weighing  a  total  of  1,009  kilograms. 

Taher 

Under  the  1988  APS  scheme,  Taher  Meats  Ltd  contracted  to  store  9,598  tonnes  of  beef 
under  85  contracts.  All  the  meat  was  deboned  in  a  total  of  7  production  units.  The  com- 
pany produced  a  total  of  1,606  tonnes  of  plate  and  flank  meat. 

Meat  from  40  of  the  85  contracts  was  examined  involving  a  total  of  1,097  boxes,  Some  898 
(82%)  of  these  were  found  to  be  clear. 

The  remaining  199  boxes  included  44  with  trimmings  weighing  a  total  of  54.6  kilograms 
and  the  rest  with  pieces  not  individually  wrapped. 

Savons 

On  the  25th  day  of  January  1990,  the  Department  of  Agriculture  &  Food  sent  to  the 
Director  of  FEOGA  the  following:— 

"(1)  A  report  of  the  Beef  Sampling  operation  on  product  produced  under  the  1988 
APS  Scheme. 

(2)  An  assessment  of  report  on  Beef  Sampling  operation  and  consideration  of 
penalties. 

(3)  Results  of  the  Beef  Sampling  operation  in  respect  of  each  contractor.  " 

The  memorandum  in  relation  to  the  assessment  of  the  report  of  the  operation  and  consid- 
eration of  penalties  and  stated  inter  alia,  that: 
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"Penalties  are  considered  in  respect  of  the  following:— 
Failure  to  individually  wrap  pieces  of  meat; 
Inclusion  of  trimmings; 

Failure  to  individually  wrap  pieces  of  meat 

It  is  considered  that  Export  Refunds  (including  regulatory  penalty)  should  be  disal- 
lowed on  the  quantity  of  pieces  found  not  to  be  individually  wrapped  and  that  this 
disallowance/forfeiture  should  be  extrapolated  across  the  plate  and  flank  production 
of  the  companies  in  question. 

There  is  an  argument  that  the  application  of  penalties  on  the  above  basis  is  unduly 
harsh.  Indeed  the  trade  will  doubtless  argue  that  the  breach  of  the  regulations  is  not 
fundamental  but  more  technical  in  nature  and  will  point  to  the  fact  that  they  did  not 
gain  financially  from  it.  Technical  or  not,  the  regulatory  requirement  is  to  wrap  the 
meat  pieces  individually.  It  is  clear  that  this  could  have  been  done  in  the  cases  under 
consideration.  Since  to  be  eligible  for  special  refunds  the  meat  must  be  individually 
wrapped,  and  since  the  regulation  does  not  confer  entitlement  to  refunds  in  any  other 
circumstances,  the  conclusion  is  that  the  penalty  proposed  is  the  only  one  available. 

Inclusion  of  trimmings 

It  is  considered  that  Export  Refunds  and  APS  should  be  disallowed  on  the  quantity 
of  trimmings  uncovered  and  that  this  disallowance  should  be  extrapolated  according 
to  the  criteria  established  by  the  Department  of  Agriculture.  The  regulatory  20% 
penalties  on  Export  Refunds  and  APS  (where  appropriate)  would  also  apply.  This 
negates  any  financial  benefit  which  would  have  accrued  from  including  such  product. 

In  order  to  differentiate  between  product  which  would  have  been  refund  eligible  (had 
it  been  wrapped)  and  the  product  which  should  have  been  excluded,  it  is  considered 
that  a  penalty  reflecting  more  than  the  potential  financial  gain  may  be  appropriate  in 
the  case  of  the  latter. 

This  could  be  dealt  with  by  applying  forfeitures  on  the  APS  contract  securities.  In 
this  context  it  is  accepted  that  there  is  a  need  to  distinguish  between  contracts  with  a 
low  level  of  inclusions  and  contracts  with  more  serious  levels.  Account  can  be  taken 
of  such  differences  by  applying  varying  levels  of  forfeiture  on  the  APS  contract. 

Financial  consequences  of  suggested  penalties. 

The  net  effect  of  disallowing  Export  Refunds  in  APS  as  outlined  in  the  report  was 
that  the  following  penalties  would  have  been  imposed. 

Agra  Trading  £214,000 
Hibernia  £249,000 


No  penalty  was  suggested  in  regard  to  AIBP. 

A  meeting  was  held  to  discuss  the  report,  its  findings  and  suggested  penalties,  between 
representatives  of  the  Department  of  Agriculture  and  officials  of  FEOGA  at  Brussels  on 
the  1st  day  of  February  1990. 


UMP 

Taher  Meats 


£830,000 
£60,000" 
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During  such  discussions  the  FEOGA  representatives  stated  that  the  method  of  wrapping 
employed  by  AIBP  was  in  breach  of  Regulation  1964/82. 

On  the  6th  March  1990  Michel  Jacquot,  the  Director  of  FEOGA  wrote  to  the  Department 
of  Agriculture  and  the  Revenue  Commissioners  confirming  the  position  taken  by  his  offi- 
cials  on  matters  raised  during  the  discussions  on  the  1st  day  of  February  1990. 

In  the  course  of  his  letter  he  stated  that:— 

"The  sampling  exercise  employed  a  valid  methodology,  was  properly  supervised 
throughout  and  the  prime  documentation  is  to  hand.  Consequently,  Commission  ser- 
vices consider  it  to  be  perfectly  reasonable  to  extrapolate  on  the  basis  of  those  results 
across  both  sampled  and  unsampled  lots/contracts  under  private  storage  measures. 
Remarks  below  are  relevant  to  the  method  of  extrapolation  employed  in  the  report 
presented  to  my  services  on  1st  February. 

Recovery  of  amounts  unduly  paid  should  be  effected  (with  regulatory  penalties)  as  a 
result  of  isolated  and  minor  infringements.  However  such  infringements,  if  they  are 
both  minor  and  isolated  need  not  be  considered  in  deciding  on  the  method  of  extra- 
polation. 

There  is  no  contradiction  between  the  conclusion  under  the  second  indent  and  the 
interpretation  presented  at  the  Beef  Management  Committee.  The  meaning  of  indi- 
vidual wrapping  in  Regulation  1964/82  is  clear,  i.e.  the  wrapping  of  each  boneless  cut 
should  be  unique,  peculiar  and  uncombinate,  conditions  which  are  not  satisfied  in  the 
circumstances  reported.  Consequently  the  Intervention  Agency  should  proceed,  in 
the  case  of  the  one  company  quoted  (namely  AIBP)  to  the  recovery  of  amounts 
unduly  paid  in  this  instance  together  with  appropriate  regulatory  penalties. 

Extrapolation,  where  it  is  employed  by  the  Irish  authorities,  should  be  the  application 
in  a  reasonable  fashion  of  the  symptoms  of  the  part  (i.e.  results  of  the  sample)  to  the 
whole.  The  extent  and  depth  to  which  the  said  application  is  effected  is  in  direct 
relation  to  the  findings,  their  relative  gravity  and,  in  these  circumstances,  the  level  of 
^  _  in  the  control  arrangements. 

The  following  observations  thus  arise:— 

—The  main  results:  3,107  boxes  ineligible  from  10,534  in  the  principal  tranches  are 
~  indeed  ^rave.  It  is  quite  proper  therefrom  to  examine  the  situation  for  individual 
tlsfranlng  plants  to  establish  the  scale  of  the  irregular  practice  in  more  detail.  No 
benefit  however  of  any  doubt  can  be  extended  to  the  control  arrangements  then  in 
operation; 

— The  basis  for  extrapolation  in  the  report  presented  i.e.  measurement  of  percentage 
of  trimmings,  bears  little  relation  to  the  principal  irregular  practice  uncovered.  A 
carton  containing  ineligible  scraps  is  to  be  automatically  excluded  from  EAGGF 
aidUthe  weight  or  any  other  element  in  the  said  scraps  is  not  directly  relevant; 
extrapolation  therefore  should  be  built  around  the  exclusion  of  cartons. 

—It  has  been  noted  that  in  the  documents  conveyed  to  the  Commission,  extrapolation 
has  been  confined  to  plate  and  flank  production  of  contractants.  EAGGF  reserves 
its  position  in  respect  of  such  a  restriction.  A  reserve  equally  applies  in  relation  to 
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any  treatment  of  excessively  high  yields  which  prompted  the  Customs'  initiative  in 
the  first  place." 

This  letter  and  the  proposals  therein  contained  with  regard,  in  particular  to  the  basis  for 
extrapolation  which  the  Commission  sought,  namely  that  it  be  built  around  the  exclusion 
of  all  cartons  in  which  trimmings  or  meat  not  individually  wrapped  were  found,  were 
considerably  harsher  than  those  proposed  by  the  Department  of  Agriculture,  namely  that 
the  extrapolation  should  be  based,  not  on  the  exclusion  of  the  entire  carton,  but  on  the 
exclusion  of  a  percentage  thereof,  based  on  the  percentage  of  trimmings  or  unwrapped 
individual  cuts  of  meat  found  in  such  cartons. 

In  effect,  FEOGA  sought  to  exclude  the  entire  carton  from  the  benefit  of  payments  either 
under  the  APS  scheme  or  the  Export  Refunds  system,  whereas  the  Department  of  Agri- 
culture &  Food  sought  to  limit  the  exclusion  of  such  cartons  based  on  the  percentage  of 
trimmings  and  meat  not  individually  wrapped  found  in  the  cartons. 

It  is  clear  from  the  evidence  that,  if  the  system  proposed  by  FEOGA  was  adopted,  the 
sanctions  to  be  imposed  on  the  four  companies  concerned,  namely  Agra,  Hibernia,  UMP 
and  Taher,  would  have  been  far  in  excess  of  those  ultimately  imposed. 

AIBP  were  not  involved  in  this  dispute  as  their  concern  was  limited  to  the  interpretation 
placed  by  FEOGA  on  the  provisions  of  Regulation  1964/82  which  they  regarded  as 
incorrect. 

A  number  of  meetings  were  held  between  representatives  of  the  Department  of  Agricul- 
ture and  representatives  of  FEOGA  and  a  number  of  letters  were  exchanged  between  the 
parties  in  an  effort  to  reach  agreement  on  the  appropriate  correction  methodology. 

At  all  times  the  Department  of  Agriculture  considered  the  original  approach  by  FEOGA 
to  be  too  severe,  having  regard  to  the  nature  and  extent  of  the  infringements  and  the 
financial  effect  of  financial  corrections  based  on  such  approach  on  the  four  companies 
concerned  and  argued  for  a  less  severe  approach.  Eventually,  agreement  was  reached  by 
the  Department  of  Agriculture  and  the  Commission  of  the  European  Communities  on  the 
general  framework  for  imposition  of  financial  corrections. 

In  the  course  of  a  letter  dated  the  22nd  day  of  March  1991,  written  by  Mr  Michael  Dow- 
ling,  Secretary  to  the  Department  of  Agriculture,  to  Mr  Guy  Legras,  Director  General, 
the  guidelines  proposed  by  the  Commission  were  accepted. 
These  guidelines  were:— 

"That  ail  cartons  found  to  contain  trimmings  be  excluded  from  APS  and  Export 
Refunds. 

4 That  all  cartons  found  to  contain  non-individually  wrapped  pieces  be  excluded  from 
Export  Refunds. 

"That  the  sampling  results  be  extrapolated  across  the  total  plate  and  flank  production 
of  the  production  units  concerned,  with  separate  calculations  for  each  production 
unit. 
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"That  the  extrapolation  method  for  APS  be  based  on  the  percentage  by  weight  of 
trimmings  found  relative  to  the  weight  of  the  cartons  sampled. 

"That  the  extrapolation  method  for  Export  Refunds  be  based  on  the  percentage  by 
weight  of  trimmings  and  non-individually  wrapped  pieces  found  relative  to  the  weight 
of  the  cartons  sampled, 

"That  where  the  weight  of  trimmings  in  any  carton  is  greater  than  or  equal  to  3  kgs, 
the  weight  of  the  entire  carton  be  included  in  the  extrapolation  calculations. 

"That  where  cod  fat  has  been  uncovered  the  weight  of  the  entire  carton  be  included 
in  the  extrapolation  exercise. 

"That  where  the  weights  of  the  infractions  have  not  been  recorded  the  entire  weights 
of  cartons  be  included  in  the  extrapolation  calculation,  except  where  the  evidence 
shows  that  the  failure  to  record  weights  was  not  indicative  of  major  infractions  (e.g. 
AIBP  case). 

"That  where  trimmings  and  non-individually  wrapped  meat  have  been  uncovered  in 
the  same  carton  and  a  global  weight  only  recorded,  each  non-individually  wrapped 
piece  be  accorded  a  weight  of  .5  kgs,  where  possible,  and  that  the  balance  be  treated 
as  trimmings." 

On  the  basis  of  this  approach,  the  penalties  imposed  on  each  of  the  four  companies  con- 
cerned were:— 


A  penalty  of  £90,22878  was  imposed  on  AIBP  in  respect  of  the  contested  breach  of  the 
regulations  in  relation  to  the  individual  wrapping  of  meat. 

~TKe  determination  of  the  appropriate  penalties  in  cases  of  the  irregularities  or  breaches 
of  the  Community  regulations  in  regard  to  APS  and  Export  Refund  schemes  is  not  a 
matter  for  the  Tribunal. 

Anybody  aggrieved  by  such  determination  has  a  remedy  in  the  appropriate  court. 

The  Tribunal  is  satisfied,  however,  that  the  representatives  of  the  Department  of  Agricul- 
ture acted  with  propriety  in  seeking  a  fair  and  equitable  level  of  penalties  having  regard 
to  the  nature  of  the  infringements  discovered  and  breaches  of  regulations  disclosed  during 
the  investigation. 

The  statement  made  by  Deputy  McGahon  in  Dail  Eireann  on  the  24th  day  of  May  1991 
.^Ll'iines  initially  totalling  over  £20m  for  irregularities  uncovered  in  the  operation  of  the 
~APs  scEeme  "were  reduced  to  £3.6m  last  week  by  the  Minister"  is  incorrect. 

No  fines  were  reduced  by  the  Minister  for  Agriculture  &  Food. 

It  may  well  be  that  if  the  original  approach  of  FEOGA  had  been  adopted,  the  penalties 


Agra 

Hibernia  Meats 

United  Meat  Packers  (Hatal) 

Taher  Meats 


£529,817.45 
£1,525,748.93 
£1,418,148.55 
£92,613.00 
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imposed  would  have  been  higher  and  might  have  reached  £20m  but  a  more  reasonable 
approach  was  subsequently  adopted  as  set  out  above. 

The  Minister  for  Agriculture  &  Food  was  not  involved  in  any  way  in  the  determination 
of  the  penalties  and  did  not  reduce  any  penalties,  which  had  been  determined  by  the 
Department  of  Agriculture  in  consultation  with  the  appropriate  authorities  of  the 
Commission. 

Four  of  the  five  companies  were  indeed  fined  for  serious  and  deliberate  breach  of  the 
regulations  as  alleged  by  him  and  a  fine  imposed  on  AIBP  was  for  an  alleged  technical 
breach  of  regulations. 

As  stated  by  Deputy  Desmond  on  the  9th  day  of  March  1989,  there  was  a  major  investi- 
gation into  the  Charleville  plant  of  the  Haial  associated  United  Meat  Packers  Exports  Co. 
in  relation  to  Export  Refunds. 

Deputy  Spring  had  alleged  that  the  Department  gave  advance  notice  of  inspection  of  meat 
plants  and  in  particular  at  Foynes  on  the  15th  and  16th  day  of  April  1989. 

The  circumstances  in  regard  to  this  incident  were  outlined  by  Mr  Mullen  of  the  Depart- 
ment of  Agriculture  during  the  course  of  his  evidence  and  Deputy  Spring  accepted  his 
evidence  in  that  regard  and  withdrew  the  allegation. 

Samples  were  taken  in  Foynes  and,  while  Deputy  Spring  alleged  that  they  had  trimmings 
in  them  or  were  otherwise  suspicious,  the  examination  of  the  cartons  taken  in  Foynes  did 
not  disclose  the  presence  of  trimmings  but  disclosed  the  presence  of  meat  which  was  not 
individually  wrapped  as  required  by  the  regulations. 

The  cartons  taken  at  Foynes  did  not  appear  to  have  originated  in  the  Charleville  plant, 
where  the  cartons  contained  a  considerable  amount  of  trimmings. 
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Defatting  Analysis 


The  Tribunal  has  dealt  in  the  chapter  dealing  with  Rathkeale  with  the  examination  of  a 
random  sample  of  cartons  of  Intervention  Beef  produced  from  Rathkeale  and  selected  for 
defatting  analysis  which  disclosed  that  of  the  25  cartons  of  fore-quarter  examined  the  fat 
content  was  12.4%,  being  24%  above  the  permitted  level  of  10%  and  of  the  28  boxes  of 
Plate  and  Flank  examined,  the  average  fat  content  was  32.68%  being  approximately  9% 
more  than  that  permitted.  The  significance  of  these  percentages  is  that  the  percentage  of 
visual  fat  on  the  forequarter  may  not  exceed  10%  and  on  the  plate  and  flank  may  not 
exceed  30%  and  (Article  21.4  Commission  Regulation  (EEC)  No.  859/89). 

The  detailed  results  of  these  tests  are  as  follows: — 
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Premises:-  TALLAGHT  COLD  STORE  Ex  AIBP  RATHKEALE 


Weight 

Cut 

Fat 

Lean 

Percentage 

Production 

Weight 

Weight 

26.30 

Forequarter 

2.65 

23.15 

9.36 

23.01.91 

27.10 

ii 

ii 

4.90 

21.30 

17.81 

27.00 

ii 

ti 

3.55 

22.40 

12.90 

ii  ii 

27.40 

ii 

it 

1.75 

25.10 

6.30 

li  ii 

26.65 

ii 

ti 

4.35 

21.40 

15.80 

ii  ii 

27.20 

ii 

ti 

2.90 

22.75 

10.50 

ii  ii 

27.80 

ii 

ti 

3.10 

23.25 

11.27 

ii  ii 

24.90 

ii 

ti 

1.40 

23.10 

5.05 

22.11.90 

24.35 

ii 

ti 

3.65 

20.10 

13.27 

07.11.90 

24.15 

ii 

ii 

3.45 

20.20 

12.54 

08.11.90 

25.40 

ii 

it 

3.75 

21.15 

13.63 

08.11.90 

24.90 

ii 

ii 

3.05 

21.25 

11.00 

28.11.90 

24.20 

ii 

3.00 

20.60 

10.90 

21.11.90 

24.25 

it 

4.40 

19.90 

16.00 

28.11.90 

25.20 

ii 

ii 

3.40 

21.10 

12.36 

21.11.90 

25.80 

ii 

ii 

3.70 

21.70 

13.45 

09.11.90 

26.00 

ii 

ii 

3.60 

22.30 

13.00 

09.11.90 

25.80 

ii 

ii 

3.55 

21.75 

12.90 

08.11.90 

25.55 

ii 

•I 

3.45 

21.85 

12.54 

21.11.90 

25.30 

1.95 

23.65 

7.09 

26.11.90 

25.50 

ii 

6.60 

18.50 

24.00 

22.11.90 

24.85 

ii 

ii 

4.40 

20.05 

16.00 

r\  f  11  c\r\ 

26.  II. 90 

24.00 

ii 

ii 

3.05 

20.90 

11.09 

22.  II. 90 

23.45 

ii 

ii 

0.95 

22.50 

3.45 

22.  II. 90 

26.60 

ii 

5.Q5 

21.15 

18.36 

ai  ni 

23.01.91 

27.70 

Plate/Flank 

9.34 

17.45 

33.96 

23.01.91 

27.75 

9.35 

17.35 

34.00 

II  H 

27.40 

it 

8.25 

18.55 

30.00 

II  •> 

27.60 

ii 

 ii  

8.80 

18.60 

32.00 

It  " 

27.40 

ii 

it 

6.75 

20.05 

24.54 

11  tl 

27.90 

ii 

ii 

6.65 

20.50 

24.18 

II  II 

26.45 

ii 

ii 

10.10 

16.10 

36.72 

II  M 
II  II 

26  30 

it 

ii 

9.55 

16.05 

34.72 

tl  M 

26.70 

ii 

ii 

6.90 

19.50 

25.00 

It  II 

27.20 

ii 

ii 

11.60 

15.05 

42.18 

If  H 

28.40 
26.55 

ii 
ii 

it 
ii 

8.75 
10.60 

19.20 
15.45 

31.81 
38.54 

It 

It  •» 

26.55 
26.90 
27.30 

ti 
ti 
it 

ii 
ii 

9.10 
9.15 
7.30 

17.05 
17.20 
19.05 

33.09 
33.27 
26.54 

If  " 
It  " 
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Premises:-  TALLAGHT  COLD  STORE  F*  ATBP  RATHKEALE 


Weight 


26.60 
26.00 
25.80 
26.50 
26.90 
26.90 
26.85 
26.25 
27.55 
26.50 
26.35 
24.50 
27.80 


Cut 


Plate/Flank 


Fat 
Weight 


8.00 
10.00 
6.65 
11.00 
5.60 
8.10 
8.75 
7.70 
8.25 
9.55 
7.65 
9.70 
10.45 


Lean 
Weight 


18.20 
15.95 
18.15 
15.05 
21.00 
15.60 
17.60 
17.20 
18.05 
16.65 
17.60 
14.30 
16.55 


Percentage 


29.09 
36.36 
24.18 
40.00 
20.36 
29.45 
31.81 
28.00 
30.00 
34.72 
27.81 
35.27 
38.00 


Production 


7.11.90 
7.11.90 
9.11.90 
9.11.90 
7.11.90 
9.11.90 
9.11.90 
9.11.90 
9.11.90 
9.11.90 
9.11.90 
9.11.90 
9.11.90 


This  defatting  analysis  took  place  between  the  1 1th  and  27th  November,  1991  at  Tallaght  Cold 
Stores. 

Between  the  6/2/92  and  11/3/92  the  Controls  Enquiry  Team  under  the  supervision  of  Mr 
Sews  VI  and  Mr  Gregan  V.I  carried  out  a  further  defatting  analysis  of  cartons  of 
former  and  plate  and  flank  boxes  produced  at  various  AIBP  plants  vis  Nenagh,  Longford, 
Cahir,  Waterford,  Cloghran,  Bagnelstown  and  Carngans. 

A  summary  of  the  results  of  such  de-fatting  analysis  in  respect  of  each  plant  is  set  out 
hereunder:- 

TWQ,nng  analysis  at  Tail^ht  Cold  Store  -  Summary  of  results 
A  IBP  NffNAGH  EEC  290 


FOREOUARTER 


Date  of 
Production 

%fat 


22/3/1991 

17.27 
10.36 
18.18 
9.27 
16.00 


20/6/1991 

10.00 
10.73 
11.82 
11.27 
14.36 


22/6/1991 

6.91 

10.36 

6.36 

9.09 

12.00 


4/7/1991 

15.45 
11.64 
11.64 
8.73 
12.73 


19/7/1991 

17.82 

6.91 

12.00 

16.36 

12.54 


Daily  average 


14.22 


11.64 


8.94 


12.04 


13.13 


Plant  average 


11.99 
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pt  atf.  AND  FLANK 


Date  of 

Production  22/3/1991 


%fat 


34.00 
29.82 


20/6/1991  22/6/1991 


18.18 
26.18 


40.36 
20.36 


4/7/1991 

29.82 
25.09 


19/7/1991 

24.45 
23.27 


31.92 


22.18 
27.25 


27.45 


24.36 


Daily  average 
Plant  average 

Defatting  analysis  at  Tallaght  Told  Store  -  Summary  of  results 


FOREOUARTER 

Date  of 
Production 


%fat 


ATBP  LONGFORD  EEC  352 


Daily  average 
Plant  average 
PT.ATE  AND  FLANK 


Date  of 
Production 

%-fat 


25/1/1991 

24.54 
27.81 


28/1/1991 

27.64 
27.45 


8/2/1991 

26.54 
31.09 


16/1/1991 

25/1/1991 

8/2/1991 

26/2/1991 

9.10 

12.54 

18.73 

23.27 

8.54 

12.18 

12.36 

15.09 

12.18 

14.36 

9.45 

8.18 

8.73 

7.27 

12.91 

9.63 

11.64 

10.91 

13.82 

12.18 

12.18 

10.36 

7.45 

6.36 

4.73 

7.09 

17.64 

10.91 

13.09 

7.27 

7.82 

9.09 

5.64 

12.54 

16.00 

18.73 

7.45 

9.09 

17.27 

7.09 

13.82 

6.18 

17.82 

13.82 

6.91 

10.18 

8.91 

9.09 

5.45 

12.54 

15.09 

10.18 

8.18 

7.64 

10.54 

5.09 

12.73 

16.00 

8.18 

9.64 

9.36 

10.41 

12.93 

11.22 

10.98 

26/2/1991 

28.36 
25.27 


Daily  average  26.17 


27.54 


28.81 


26.81 


Plant  average 


27.33 
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Defatting  analysis  at  Tallaght  Cold  Store  -  Summary  of  results 


AIBP  CAHIR  EEC  300 

FOREOUARTER 
Date  of 

Production  8/1/1991  30/1/1991  25/2/1991 


1  Ol 

1.82 

O   1  o 

8.18 

10.00 

o.Jo 

O  1  o 
0.18 

^   1  o 

6.18 

12.36 

9.27 

6.36 

7.27 

13.82 

10.73 

4.36 

8.54 

7.27 

11.09 

9.64 

14.54 

4.36 

5.45 

7.45 

11.45 

15.09 

4.18 

5.64 

6.90 

5.45 

8.18 

5.09 

12.54 

4.91 

5.27 

6.73 

6.54 

17.45 

6.00 

4.18 

4.91 

5.45 

3.45 

5.64 

8.18 

7.89 

9.64 

19.82 

2.18 

10.73 

19.64 

6:36 

4.00 

11.45 

8.00 

9.09 

17.45 

11.45 

6.91 

5.09 

10.36 

7.09 

15.45 

6.91 

5.27 

6.36 

8.54 

18.18 

13.82 

12.73 

7.82 

9.45 

9.64 

8.36 

19.09 

21.45 

13.45 

5.64 

18.91 

14.00 

22.54 

18.00 

3.80 

Daily  average  631  Ml  10-77 

Plant  average 

PLATE  AND  FLANK 
Date  of 

Production  30/1/1991  25/2/1991        27/3/1991  26/40991 


Daily  average 


22.36  32.54  27.27  26.90 

26.73  28.00  27.09  18.00 

24.55  3027  27,18  2145 


Plant  average 


26.11 
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twitting  ana)™"  at  Tallaght  Cold  Store  -  Summary  of  results 
AiKP  w A TFJR FOR D  EEC  344 


KOREOUARTER 

Date  of 
Production 


8/3/1991 

8.73 
4.73 
4.54 
3.09 
13.27 
6.00 


%Fat 


Daily  average 

Plant  Average 

PI  ATE  AND.  FLANK 

Date  of 
Production 

%fat 


6.73 


19/2/1991 

19.82 
14.73 
20.54 
6.91 
14.73 
6.18 
11.64 
10.18 
6.73 
17.64 
22.36 
11.82 
4.54 
10.54 
17.09 
11.27 
9.45 
9.64 
9.27 
3.45 
19.64 
11.45 
16.00 
12.00 
9.82 
15.09 
11.09 
18.73 
10.36 
4.36 
10.18 
12.73 
12.18 
6.36 


12.01 
12.25 


Daily  average 
Plant  average 


8/3/1991 

30.73 
16.00 
14.18 
23.82 

21.18 


21/2/1991 

6.73 
2.91 
3.64 
7.82 
8.18 
7.82 

9.64 
10.18 

7.45 
11.82 


5/3/1991 

6.36 
18.73 
17.45 
8.18 
6.18 
4.54 
7.27 
11.82 
17.27 
13.45 


7.62 


11.13 


19/3/1991 

28.54 
24.54 
33.82 
30.73 

29.41 


19/3/1991 

6.00 
12.91 
8.36 
15.45 
25.63 
9.09 
16.36 
22.91 
25.09 
16.73 
19.27 
21.27 
30.36 
17.27 
14.54 
20.90 
17.45 
24.54 
15.45 
16.91 
15.27 
12.00 
20.18 
14.91 
6.91 
8.54 
16.18 
2.36 
2.36 
12.54 
6.54 
10.36 
11.45 
17.27 
8.18 
22.36 
8.54 
14.93 
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Defatting  analysis  at  Tallaght  Cold  Store  -  Summary  of  results 
AIBP  CLOGHRAN  EEC  333 


FOREOUARTER 


Date  of 
Production 


11/12/1990 


6/3/1991 


14/3/1991 


%fat 


4.54 
9.82 
7.64 
9.27 
3.82 


9.64 
9.09 
5.64 
8.36 
8.18 


6.54 
6.36 
10.91 
11.64 
17.09 


Daily  average  .7,02  JUS  10.51 

Plant  average  8.57 


PLATE  AND  FI.ANK 


Date  of 

Production  6/12/1990 

%fat  26.36 
31.64 

Uaily  average  29.00 
Plant  average 


11/12/1990  1/3/1990 

20.00  28.18 
26.36  28.18 

23.18  28.18 

25.98 


6/3/1990  14/3/1991 

19.27  19.27 
26.73  33.82 

23.00  26.54 
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Defatting  analysis  at  Tallaght  Cold  Store  -  Summary  off  results 
AIBP  BAGENALSTOWN  EEC  303 

FOREOUARTER 
Date  of 


Production 

5/3/1991 

11/3/1991 

14/3/1991 

28/3/1991 

&%JlmJI  1771 

%fat 

8.18 

Q  A^ 

7  A^ 

/.HO 

7  01 
1  .LI 

12.73 

12.90 

6.36 

8.18 

5.82 

8.00 

10.18 

6.18 

11.45 

10.54 

lU.lo 

6.54 

11.09 

8.73 

7.09 

9.27 

Daily  average 

9.85 

9.92 

8.25 

7.49 

Plant  average 

8.88 

PLATE  AND  FLANK 

Date  of 

Production 

5/3/1991 

11/3/1991 

14/3/1991 

28/3/1991 

%fat 

27.27 

28.90 

37.64 

27.81 

32.18 

20.36 

38.90 

23.64 

Daily  average 

29.72 

24.63 

38.27 

25.72 

Plant  average 

29.59 

Defatting  analysis  at  Tallaght  Cold  Store  -  Summary  of  results 
AIBP  CARRIGANS  EEC  292 


FOREOUARTER 


Date  of 


Production 

12/11/1990 

15/11/1990 

22/11/1990 

29/11/1990 

%  fat 

8.36 

11.63 

14.54 

6.54 

8.54 

7.82 

8.00 

11.45 

10.18 

10.00 

8.91 

7.27 

4.91 

12.18 

15.82 

7.45 

8.91 

10.18 

6.36 

11.09 

Daily  average 

8.18 

10.36 

10.73 

8.76 

Plant  average 

9.51 
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PLATE  AND  FLANK 
Date  of 

Production             12/11/1990  13/11/1990  20/11/1990  30/11/1990 

%fat                       24.90  28.18  28.18  26.54 

20.36  17.82  30.54  30.54 

Daily  average             22.63  23.00  29.36  28.54 

Plant  average  25.88 


These  results  showed  an  excessive  amount  of  fat  in  the  cartons  of  forequarter  examined 

(i)  in  Nenagh,  where  the  amounts  varied  between  18.18%  and  6.91%  and 
represented  a  plant  average  of  1 1.99% 

(ii)  in  Longford,  where  the  amounts  varied  between  23.27%  and  5.09%,  and 
represented  a  plant  average  of  10.98% 


(iii)  in  Waterford,  where  the  amounts  varied  between  30.36%  and  2.36%,  and 

represented  a  plant  average  of  12.25%. 

The  results  in  respect  of  the  AIBP  Plants  at  Cahir,  Cloghran,  Bagenalstown  and  Carrigans  were 
satisfactory,  the  plant  averages  being  within  the  prescribed  limits. 

The  foregoing  tests  were  carried  out  at  Tallaght  Cold  Stores  between  the  6th  day  of  February 
1992  and  the  1 1th  day  of  March  1992. 

Because  of  these  results,  it  Was  decided  by  the  Beef  Control  Division  of  the  Department  of 
Agriculture  to  carry  out,  under  the  supervision  of  Mr  David  Lynch  VI,  a  detailed  defatting 
analysis  of  samples  of  intervention  beef  produced  at  39  plants  in  the  case  of  forequarter  beef 
and  38  plants  in  the  case  of  'plate  and  flank'. 

This  examination  and  analysis  was  carried  out  in  the  QK  premises  at  Naas  between  the  8th  July 
1992  and  the  1 1th  of  August  1992. 

While  a  random  selection  of  cartons  was  taken  from  39  different  plants  a  considerably  greater 
..^MgaBgLQLcartons, .were . taken  from  AIBP  plants  than  from  the  other  meat  plants  which  resulted 
in  a  more  detailed  examination  and  analysis  of  beef  produced  by  AIBP  than*  by  any  other 
Company. 

Detailed  records  of  the  results  of  such  examination  were  produced  to  the  Tribunal  and  the  said 
results  are  fairly  summarised  in  the  following  table  which  shows  the  plant,  the  number  of 
cartons  examined  in  both  the  forequarter  and  the  plate  and  flank,  the  fat  content  in  the  cartons 
of  forequarter  and  the  fat  content  in  the  cartons  of  plate  and  flank. 
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CUMULATIVE  RESULTS  BASED  ON  TEST  1, 2  &  3 


%  FAT 
FQ 

BOXES 

%  FAT 
P  &  F 

1  •=~""===j 

BOXES 

1 

AIBP  DUBLIN 

7.01 

110 

1 

SLANEY 

18.84 

18 

2 

DAWN  CX 

7.21 

25 

2 

DAWN  CX 

19.29 

10 

3 

AIBP  BAGENALSTOWN 

7.73 

28 

3 

OXFLEISCH 

20.10 

08 

4 

OXFLEISCH 

7.99 

25 

4 

AIBP  DUBLIN 

21.91 

50 

5 

AIBP  CAHIR 

8.50 

140 

5 

LIFFEY 

23.13 

08 

6 

AIBP  NENAGH 

8.78 

107 

6 

UMP  B'DEREEN 

23.46 

10 

7 

AIBP  CARRIGANS 

9.29 

20 

7 

AIBP  CAHIR 

23.49 

42 

8 

LIFFEY 

9.46 

25 

8 

AIBP  WATERFORD 

23.66 

30  : 

9 

UMP  B'DEREEN 

9.93 

25 

9 

KEPAK  CLONEE 

23.84 

10 

10 

KEPAK  CLONEE 

9.97 

25 

10 

MASTER  M  CLONMEL 

24.20 

22 

1 1 

MASTER  M  CLONMEL 

10.01 

25 

1 1 

AIBP  NENAGH 

24.50 

52 

12 

AIBP  LONGFORD 

10.05 

143 

12 

FRESHLANDS 

24.51 

10  | 

13 

FRESHLANDS 

10.12 

25 

13 

SALLINS 

24.53 

14 

SALLINS 

10.13 

55 

14 

MEADOW  R'DOWNEY 

24.64 

16           !  | 

15 

MEADOW  R'DOWNEY 

10.14 

25 

15 

KMP  MIDDLETON 

25.08 

14  ]l 

16 

SLANEY 

10.16 

45 

16 

AIBP  LONGFORD 

25.31 

62  I 

17 

KILDARE  CHILLING 

10.24 

45 

17 

AGRA  CORK 

25.34 

10 

18 

AGRA  CORK 

10.39 

25 

18 

EUROWEST 

25.51 

24 

19 

UMP  SLIGO  j 

10.40 

25 

19 

UMP  SLIGO 

25.56 

10 

20 

KMP  MIDDLETON 

10.44 

30 

20 

AIBP  CARRIGANS 

25.66 

08  x 

21 

TARA  TALLAGHT 

10.66 

25 

21 

KILDARE  CHILLING 

25.77 

18  I 

22 

MEADOW  W'FORD 

10.76 

25 

22 

TARA  TALLAGHT 

25.95 

10  | 

23 

AIBP  RATHKEALE 

11.06 

118 

23 

MEADOW  W'FORD 

26.64 

10 

24 

AIBP  WATERFORD 

11.11 

172 

24 

ASHBOURNE 

26.76 

10  j 

25 

EUROWEST 

11.11 

50 

25 

RANGELAND 

26.89 

10  | 

26 

ASHBOURNE 

11.57 

25 

26 

WESTERN  DROMAD 

27.12 

1 0  1 

27 

RANGELAND 

11.68 

25 

27 

MEADOW  CLONES 

27.59 

10  'I 

28 

WESTERN  DROMAD 

11.68 

25 

28 

CONTINENTAL  MEATS 

28.49 

10  §| 

29 

MEADOW  CLONES 

11.88 

25 

29 

BLANCHVAC  TALLAGHT 

28.96 

10  i 

30 

CONTINENTAL  MEATS 

12.18 

10 

30 

AIBP  RATHKEALE 

29.29 

62  m 

31 

BLANCHVAC  TALLAGHT 

12.30 

25 

31 

AIBP  BAGIN 

29.37 

32 

UMP  B'HAUNIS 

13.28 

25 

32 

UMP  B'HAUNIS 

29.37  | 

33 

HIBERNIA  ATHY 

13.90 

90 

33 

MASTER  BANDON 

29.73 

34 

MASTER  BANDON 

13.96 

25 

34 

UMP  C'VILLE 

30.14 

35 

UMP  C'VILLE 

14.53 

25 

35 

KEPAK  B'MAHON 

30.91 

36 

KEPAK  B'MAHON  j 

15.33 

25 

36 

HIBERNIA  ATHY 

30.99 

37 

TARA  KILBEGGAN 

16.89 

25 

37 

TARA  KILBEGGAN 

33.66 

10     — *J 

These  tables  show  that  in  the  case  of  cartons  of  plate  and  flank,  where  a  fat  content  of  30%  is 
permitted  no  AIBP  plant  exceeded  the  permitted  level  and  indeed  were  well  within  it. 

Only  4  of  the  37  plants  exceeded  the  permitted  level,  three  marginally  and  one  by  a  excessive 
amount. 

With  regard  to  the  cartons  of  forequarter  beef,  where  a  fat  content  of  10%  is  permitted,  five  of 
the  eight  AIBP  plants^were  well  below  the  10%,  one  was  .05%  above  it  and  two,  Rathkeale  and 
Waterford  exceeded  it  by  1.06%  and  1.11%  respectively. 

The  record  of  the  AIBP  plants  compare  very  favourably  with  the  records  of  the  other 
companies. 
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PARTI 

Intervention  Scheme 
AIBP  at  Rathkeale 
Boning  Hall 


For  the  proper  understanding  of  the  nature  of  the  inquiry  carried  out  by  the  Tribunal  into 
the  workings  of  the  Intervention  Scheme  at  the  Rathkeale  Processing  Plant,  owned  and 
operated  by  AIBP,  it  is  necessary  to  review  briefly  the  manner  in  which  the  Intervention 
System  is  required  to  operate. 

Intervention  beef  is  placed  in  storage  and  may  be  deboned  prior  to  being  so  placed.  The 
de-boning  may  be  carried  out  only  at  the  meat  export  plants  and  specialist  cutting  plants 
which  have  facilities  to  carry  out  the  de-boning  in  accordance  with  EC  Regulations  and 
the  Department  of  Agriculture  specifications. 

The  AIBP  plants  at  Rathkeale  had  such  facilities  and  the  boning  hall  was  duly  licensed 
by  the  Department  of  Agriculture  and  Food. 

Only  steer  beef  from  carcase  classification  categories  U3,  U4,  R3,  R4  and  03  are  eligible 
for  intervention  in  Ireland. 


XII  carcases  produced  in  Meat  Export  Plants  in  Ireland  are  classified  at  the  weighing 
scales  on  the  factory  slaughter-line  by  Classification  Officers  of  the  Department  of  Agri- 
culture and  Food.  Each  carcase  is  individually  weighed  within  one  hour  of  slaughter  to 
give  hot  carcase  weight.  Meat  factories  deduct  2%  from  such  weight  to  allow  for  loss  of 
weight  in  chilling.  The  weight  is  recorded  on  labels  fixed  to  the  carcase/half  carcases  by 
factory  staff  and  this  weight  is  recorded  in  a  daily  classification  sheet  (kill  sheet).  A  label 
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is  placed  on  the  carcase  by  the  classification  officer  giving  details  of  sex,  conformation  and 
fat.  This  label  cannot  be  removed  at  anytime  prior  to  exportation  or  boning. 

If  a  factory  indicates  that  it  wishes  to  sell  some  carcases  into  intervention  these  carcases 
must  be  stamped  with  the  appropriate  classification  by  way  of  a  purple  dye. 

This  intervention  stamp  is  in  addition  to  the  classification  label  attached  to  the  carcase. 
The  beef  is  presented  in  half  carcase  form  and  must  have  been  slaughtered  not  more  than 
six  days  previously.  The  intervention  beef,  which  has  been  presented  in  half  carcase  form 
is  de-boned  pursuant  to  the  terms  of  a  Contract  made  between  the  Minister  for  Agricul- 
ture and  Food  and  the  Contractor,  which  Contract  is  subject  to  the  Schedule  annexed  to 
it.  This  Contract  provides,  inter-alia: 

"all  meat  derived  from  the  deboning,  trimming,  packing  and  freezing  operations  is 
the  property  of  the  Minister  (other  than  the  materials  referred  to  in  3(d))  and,  unless 
rejected  by  an  Authorised  Officer,  shall  be  produced  to  the  Minister  on  completion 
of  each  day's  operations  by  the  Contractor  and  any  material  failure  to  do  so  shall  be 
regarded  as  a  fundamental  breach  of  the  terms  and  Conditions  of  the  Contract  and 
the  Schedule  attached  thereto". 

Paragraph  3(d)  of  the  said  Contract  provides  that: — 

"All  bones,  fat  and  certain  small  trimmings  as  defined  in  the  Schedule  attached  to 
this  Contract  resulting  from  operations  carried  out  under  the  terms  and  conditions  of 
this  Contract  and  the  Schedule  attached  thereto  shall  become  the  property  of  the 
Contractor". 

Paragraph  4  of  the  said  Contract  deals  with  the  payment  by  the  Minister  of  a  uniform  rate 
of  fee  per  kilogram  net  of  intervention  bone-in  beef  in  respect  of  all  operations  carried 
out  in  accordance  with  the  terifls  and  conditions  of  the  Contract. 

Paragraph  5  of  the  said  Contract  however  provides  that: — 

"The  fee  referred  to  under  paragraph  4(a)  shall  be  reduced  for  each  production  in 
respect  of  each  0.1%  by  which  the  yield  of  boxed  beef  (net  weight)  falls  below  68% 
of  the  weight  of  the  bone-in  beef  from  which  it  is  derived.  The  amount  of  such  deduc- 
tion shall  be  fixed  by  the  Minister  from  time  to  time  by  reference  to  the  actual  value 
of  the  beef  involved". 

From  this  it  is  quite  clear  that  in  order  to  qualify  for  the  maximum  payment  in  respect  of 
the  deboning  and  allied  operations  the  deboners  must  achieve  a  yield  of  68%  and  that  the 
fee  is  reduced  proportionally  if  that  yield  is  not  obtained. 

The  Intervention  beef  is  weighed  into  Intervention  in  chilled  bone-in  form.  Once  it  is 
weighed  the  beef  becomes  the  property  of  the  Minister  for  Agriculture  and  Food  as  the 
Intervention  Agency. 


The  factory  operative  at  the  time  of  the  weigh-in  is  obliged  to  enter  on  the  IB4  form, 
the  weight,  carcase  number  and  classification  grade  of  each  quarter  beefweighed  in.  The 
supervising  Agricultural  Officer  is  required  to  check  weigh  at  least  10%  of  the  quarters 


Parti  — 


Intervention  Scheme  AIBP  at  Rathkeale  Boning  Hall 


451 


and  circle  and  initial  the  carcases  checked  by  him  on  the  IB4  form.  When  the  IB4  form  is 
completed  the  original  should  be  taken  by  the  Agricultural  Officer  and  a  copy  retained 
by  the  factory  operative.  The  particulars  shown  on  the  IB4  form  should  be  cross-checked 
against  the  particulars  on  the  daily  classification  sheet  (kill  sheet). 

After  weigh-in  the  beef  is  deboned  in  accordance  with  the  specification  contained  in  the 
Contract  and  the  Schedule  annexed  thereto.  Once  the  beef  is  deboned  it  is  packed  in 
cartons  by  factory  operatives. 

Agricultural  Officers  (AOs)  are  required  to  examine  at  least  5%  of  the  cartons  produced 
subject  to  a  minimum  per  day  of  20  such  cartons.  Details  of  each  box  produced  are  entered 
in  the  IB7  form,  which  is  signed  by  a  factory  representative  and  the  appropriate  official 
of  the  Department  of  Agriculture.  By  way  of  further  check  the  boxes  of  at  least  one 
particular  cut  are  required  to  be  selected  and  checked  to  ensure  that  the  weights  are 
correct,  that  the  cuts  are  actually  present  and  properly  wrapped  and  prepared. 

An  IB6  form  is  then  completed  in  the  Veterinary  Office  of  the  Department  of  Agriculture 
and  signed  by  the  official  and  a  factory  representative.  This  form  shows  the  yield  of  beef 
placed  into  intervention.  These  documents  are,  together  with  the  purchase  agreement  and 
other  documents  which  may  relate  to  the  transfer  of  meat  to  the  cold  store,  sent  to  Head 
Office  of  the  Department  of  Agriculture  where  they  are  checked  to  ensure  that  the  carcase 
was  slaughtered  within  six  days  of  presentation  for  storage,  that  the  number  of  pieces 
produced  from  deboning  corresponded  with  the  number  of  quarters  deboned;  that  the 
documents  have  been  properly  completed  and  stamped  and  the  details  on  the  documenta- 
tion correspond.  When  the  Department  of  Agriculture  Officials  are  satisfied  in  regard  to 
these  matters  payment  is  authorised. 

The  procedures  outlined  above  were  designed  to  provide  a  system  which  adequately 
ensure  that  the  Intervention  Agency  received  the  beef  that  it  had  contracted  to  purchase 
and  that  the  beef  had  been  deboned  in  accordance  with  the  specifications  annexed  to  the 
Contract. 

However  in  the  course  of  his  evidence  before  this  Tribunal,  Mr  John  Lynch,  who  had 
been  employed  by  AIBP  as  Boning  Hall  Manager  at  Rathkeale  during  the  period  April 
1988  to  January  1991  when  he  was  dismissed,  presented  a  completely  different  picture  of 
the  way  that  this  system  was  operated  in  the  Rathkeale  plant,  particularly  during  the 
period  August  1990  to  January  1991  and  produced  documentary  evidence  in  regard 
thereto.  He  stated  that; 

"(1)  Though  the  specification  required  that  cod  fat  should  be  removed  from  carcases 
being  weighed  in  for  Intervention  purposes,  such  carcases  with  cod  fat  attached 
were  weighed  inwithout  objection  from  Department  of  Agriculture  Officials. 

(2)  Such  weighing  was  done  openly  even  in  the  presence  of  Officials. 

(3)  The  yield  of  meat  produced  from  deboning  the  carcases  was  considerably  in 
excess  of  the  68%  referred  to  in  the  deboning  contract  and  varied  between  74% 
and  78%. 
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(4)  That  this  yield  was  substantially  achieved  by  failure  to  trim  the  carcases  in 
accordance  with  specification  and  by  leaving  excess  fat  on  some  of  the  cuts  of 
meat. 

(5)  The  yield  in  excess  of  68%  was  taken  from  intervention  and  transferred  to  com- 
mercial stock  to  be  later  sold  by  the  company. 

(6)  To  provide  for  the  possibility  of  too  much  meat  being  transferred  from  interven- 
tion stock  to  commercial  stock  on  any  particular  day  and  thereby  failing  to 
return  a  yield  of  68%,  the  company  had  in  reserve  what  he  described  as  a) 
"buffer  stock  of  frozen  meat"  which  could  be  transferred  into  intervention  if 
required  to  make  up  the  yield. 

(7)  When  this  occurred,  meat  was  taken  from  this  stock,  reboxed  into  intervention 
boxes,  the  current  date  placed  on  the  intervention  box  which  was  then  placed 
with  the  current  intervention  boxes. 

(8)  This  practice  began  when  Mr  Tony  Butler  Plant  Manager  recruited  boners  for 
a  second  line  in  the  boning  hall  who  achieved  the  higher  yield  by  not  properly 
trimming  the  fat  and  Mr  Lynch,  after  discussion  with  Mr  Butler  adopted  a  similar 
practice  and  gave  instructions  to  the  boners  not  to  trim  the  fat. 

(9)  That  the  completed  IB4  forms  and  IB7  forms  were  delivered  to  the  office  of  the 
boning  hall  Accountant  but  were  not  given  to  the  Department  of  Agriculture 
Officials  at  the  end  of  the  day. 

(10)  The  IB4  forms  and  the  IB7  forms  were,  when  necessary,  altered  to  ensure  that 
the  inclusion  of  cod  fat  did  not  appear  from  a  comparison  between  the  weights 
on  the  IB4  form  and  the  kill  sheets  and  that  the  yield  achieved  as  shown  on  the 
IB7  forms  was  in  the  region  of  68%  and  not  the  actual  yield  achieved. 

(11)  The  yield  actually  achieved  was  shown  in  daily  job  costing  sheets  which  were 
produced  for  internal  company  information  and  differed  considerably  from  that 
shown  on  the  IB6  returned  to  the  Department. 

(12)  This  difference  is  illustrated  by  a  number  of  boning  hall  job  costing  sheets  pro- 
duced by  Mr  Lynch.  The  following  is  a  sample  of  the  boning  hall  job  costing 
sheets  produced  by  Mr  Lynch  to  the  Tribunal. 
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BONING  HALL  JOB  COSTING:  AIBP  RATHKEALE 


Job.  No. 

50103S001 

Date:  10/12/90 

Start  Time 

Customer 

Intervention  Job 

Finish  Time 

Cut  Type 

S001 

Intake  Wat. 

23381.80 

Intake  Value 

0.00 

Intake  Price 

0.00  p/LB 

Product  Description 

Trays 

Net  Wt. 

Act  % 

Target 

%  Stock 

Stock 

No. 

/Boxes 

Yield 

Yield 

Per  Lb 

Value 

AP20124 

LMC  VP 

1 

20.50 

0.09 

0.00 

117.00 

52.88 

AP20152 

CHUCK  TENDER  V 

5 

127.50 

0.55 

0.00 

113.00 

317.63 

AP20809 

LT-90  VAC-PAC 

5 

103.60 

0.44 

0.00 

59.00 

134.76 

FZ21007 

CTT(FZN)  -Canner 

11 

302.50 

1.29 

0.00 

40.00 

266.76 

FZ21214 

PIWFZN 

1 

23.50 

0.10 

0.00 

70.00 

36.27 

FZ21811 

FQ85 - FZN 

1 

27.50 

0.12. 

0.00 

83.00 

50.32 

FZ21812 

PF85  -  FZN 

39 

1072.50 

4.59 

0.00 

50.00 

1182.23 

IN21401 

Interv.  PF 

112 

3077.50 

13.16 

13.80 

0.00 

0.00 

IN21402 

Interv.  SS 

51 

1256.40 

5.37 

4.40 

0.00 

0.00 

IN21403 

Interv.  BR 

38 

964.70 

4.13 

3.40 

0.00 

0.00 

IN21404 

Interv.  CR 

17 

409.60 

1.75 

1.90 

0.00 

0.00 

IN21405 

Interv.  IN 

68 

1449.10 

6.20 

6.00 

0.00 

0.00 

IN21406 

Interv.  OU 

67 

1344.20 

5.75 

5.70 

0.00 

0.00 

IN21407 

Interv.  KN 

33 

918.90 

3.93 

3.70 

0.00 

0.00 

IN21408 

Interv.  R 

37 

844.90 

3.61 

3.60 

0.00 

0.00 

IN21409 

Interv.  FL 

11 

284.10 

1.22 

1.20 

0.00 

0.00 

IN21410 

Interv.  SL 

33 

844.00 

3.61 

3.50 

0.00 

0.00 

IN21411 

Interv.  FQ 

170 

4685.90 

20.04 

20.80 

0.00 

0.00 

TE20124 

TE299-LMC 

22 

445.10 

1.90 

0.00 

172.09 

1688.68 

SUBTOTAL  A:  Red  Meat.. 

722 

18202.00 

77.85 

68.00 

9.29 

3729.53 

FR29924  FAT 

0 

570.50 

2.44 

6.00 

3.50 

44.02 

FR29925  BONES 

0 

4609.30 

19.71 

21.00 

-1.81 

-183.93 

bone 

0.00 

0.00 

0.00 

0.00 

0.00 

SUBTOTAL  B:  Fat/Bone 


5179.80 


22.15 


27.00 


-1.23 


-139.91 


TOTAL 


722 


23381.80 


100.00 


95.00 


8.07 


3589.62 


Side  Price  A 
Side  Price  B 
Side  Price  C 
Yield  Gain 

Net  Margin 


:  -0.17p 

Boning  Charge 

:3021.09 

:  7.24p 

Meat  Intake  Value 

:  0.00 

5.09p 

Labour 

1407.00 

:£3729.52 

Packaging 

656.27 

7.24  p  per  LB 

Freezing/Storage 

1050.32 

:      5.09  p  per  LB 

Overheads 

837.50 

Allowance 

33.50 

Handling 

0.00 

Net  Margin 


2626.12 
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This  sheet  illustrates  the  job  costing  of  an  intervention  job  performed  in  Rathkeale  on  the 
10th  day  of  December  1990  and  illustrates  in  respect  of  this  particular  job  carried  on  in 
the  boning  hall  on  that  day. 

(1)  That  the  yield  of  meat  achieved  on  that  day  was  77.85%. 

(2)  That  the  net  weight  of  such  meat  was  18,202kg. 

(3)  That  of  that  meat  2,122.7kg  (11.66%)  was  transferred  from  intervention  stock  to  com- 
mercial stock. 

(4)  That  of  722  boxes/trays  produced,  85  (11.77%)  were  transferred  to  commercial  stock. 

(5)  The  value  of  such  stock  transferred  was  stated  to  be  3,729.53. 

(6)  That  the  cuts  of  meat  transferred  to  commercial  stock  were  clearly  stated. 

In  addition  a  yield/loss  analysis  was  carried  out  and  such  analysis  of  the  above  showed  a 
gain  to  the  company  of  £3,729.52  being  the  value  of  the  beef  illegally  transferred  to  stock. 
A  copy  of  such  yield/gain  loss  analysis  is  set  forth  hereunder: — 


YIELD  GAIN/LOSS  ANALYSIS 


Product  No. 

Description 

£ 

£/LB 

AP20124 

LMC  VP 

52.88 

0.10 

AP20152 

CHUCK  TENDER  VP 

317.63 

0.62 

AP20809 

LT-90  VAC-PAC 

134.76 

0.26 

FZ21007 

CTT(FZN)-Cannery 

266.76 

0.52 

FZ21214 

PIW  FZN 

36.27 

0.07 

FZ21811 

FQ85  -  FZN 

50.32 

0.10 

FZ21812 

PF85  -  FZN 

1182.23 

2.29 

IN21401 

Interv.  PF 

0.00 

0.00 

IN21402 

Interv.  SS 

0.00 

!  0.00 

IN21403 

Interv.  BR 

0.00 

0.00 

IN21404 

Interv.  CR 

0.00 

0.00 

IN21405 

Interv. IN 

0.00 

0.00 

IN21406 

Interv.  OU 

0.00 

IN21407 

Interv.  KN 

0.00 

0.00 

IN21408 

Interv.  R 

0.00 

0.00 

IN21409 

Interv.  FI 

0.00 

0.00 

IN21410 

Interv.  SL 

0.00 

0.00 

IN21411 

Interv.  FQ 

0.00 

0.00 

TE20124 

TE299-LMC 

1688.68 

3.28 

TOTAL 

3729.52 

7.24 
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In  addition  to  this  job  costing  sheet,  Mr  Lynch  produced  ten  other  job  costing  sheets  in 
respect  of  ten  other  intervention  jobs  performed  in  Rathkeale  between  the  10th  day  of 
December  1990  and  the  13th  day  of  December,  1990. 

The  copies  of  the  eleven  job  costing  sheets  showed  that  of  the  8772  trays  or  boxes  of  meat 
produced  in  the  intervention  deboning  in  this  period  of  four  days,  987  trays  or  boxes  of 
meat  were  transferred  to  the  commercial  stock  of  the  Company,  representing  11.25%  of 
the  number  of  boxes  and  trays  produced  and  an  average  of  90  trays  or  boxes  per  job. 

It  further  appeared,  from  the  said  documents,  that  the  Company  valued  such  meat  wrong- 
fully transferred  to  Company  stock  in  the  sum  of  £40,551.25. 

Each  job  costing  sheet  provided  the  basis  of  a  weekly  job  cost  summary  sent  to  AIBP 
Headquarters  at  Ravensdale  on  the  Tuesday  of  each  week. 

A  number  of  copies  of  these  cost  summaries  were  produced  by  Mr  Lynch  including  a 
summary  in  respect  of  the  week  ending  the  16th  day  of  December  1990  incorporating  the 
particulars  in  respect  of  the  job  carried  out  on  the  10th  day  of  December  as  shown  above. 
Information  contained  in  such  cost  summary  is  very  detailed  and  shows  in  respect  of  each 
job,  the  job  number,  the  customer,  the  number  of  cattle,  the  cut  type,  the  purchase,  the 
transfer  to  stock,  the  fat  and  trim,  bone,  the  expenses,  overheads,  the  net  margin,  the  net 
margin  per  lb,  the  intake  weight,  the  target  yield,  the  actual  yield  and  a  gain/loss  occurring 
from  such  actual  yield. 
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This  summary  contains  particulars  from  11  intervention  jobs  carried  out  at  AIBP  Rath- 
keale during  the  week  ending  the  16th  day  of  December  1990.  In  respect  of  each  interven- 
tion job  the  target  yield  was  shown  as  68%  and  the  actual  yields  achieved  are  shown 
considerably  in  excess  of  that  percentage,  averaging  76%  approximately. 

In  addition  it  is  clearly  shown  that  out  of  the  meat  produced  for  intervention,  meat  valued 
£40,512  was  transferred  to  commercial  stock.  The  amount  of  fat  and  trim  involved  in  such 
transfer  is  being  shown  as  being  valued  £2,189  leaving  what  could  be  clearly  seen  from  an 
examination  of  such  job  costs  summary  sheet  a  transfer  of  meat  valued  at  £38,323,  which 
was  the  property  of  the  Minister  for  Agriculture  and  Food. 

These  and  other  documents  and  an  explanation  thereof  had  been  made  available  to  the 
Solicitor  and  Counsel  to  the  Tribunal  during  the  course  of  an  interview  which  took  place 
at  Dublin  Castle  between  them  and  Mr  John  Lynch  on  the  27th  day  of  September  1991. 
The  Tribunal  had  been  informed  by  a  representative  of  Deputy  Spring  that  Mr  John 
Lynch,  who  had  formerly  been  manager  of  the  boning  hall  of  AIBP  factory  at  Rathkeale, 
had  information  which,  it  was  considered,  would  be  of  assistance  to  the  Tribunal.  As  a 
result  of  such  communication  the  Tribunal  wrote  to  Mr  Lynch  on  the  23rd  day  of  Sep- 
tember 1991  and  an  arrangement  was  made  to  interview  Mr  Lynch  on  the  27th  day  of 
September  1991.  The  information  and  documents  given  to  the  Solicitor  and  Counsel  to 
the  Tribunal  was  of  such  a  nature  that  the  Tribunal  requested  the  Department  of  Agricul- 
ture and  Food  to  compare  the  documentation  provided  by  Mr  Lynch  with  the  correspond- 
ing records  kept  by  the  Department  with  regard  to  the  intervention  jobs  that  were  referred 
to,  including  the  IB4s,  the  IB7  and  the  IB6. 

As  a  result  of  such  request  the  said  documents  were  compared  by  Mr  Maurice  Mullen 
and  Ms  Brid  Cannon  with  the  corresponding  intervention  documents  submitted  to  the 
Department  of  Agriculture  and  Food.  As  a  result  of  their  findings  on  such  comparison  it 
was  decided  by  officials  in  the  Department  of  Agriculture  and  Food  that  Control  Enquiry 
Team  (CET)  be  established  and  that  this  team  would  visit  the  AIBP  plant  at  Rathkeale 
on  the  2nd  day  of  October  1991  and  examine  intervention  production  there. 

Z ;X3n  IhOnd  of  October  1991  they  visited  Rathkeale  where  they  found  that: — 

(1)  Pieces  of  meat,  the  property  of  the  Minister,  were  found; 

(2)  Fat  levels  greater  than  the  maximum  permitted  was  found  in  boxes  of  forequarter 
beef; 

"7 —  (3)  Berees  from  the  previous  day's  production  (1st  October  1991)  were  found  in  a 
Marshalling  area  close  to  the  chills;  and 

(4)  other  product  from  production  on  that  day  (1  October  1991)  had  already  been 
moved  to  a  separate  cold  store. 

—Qarft^f olio  wing  day  the  team  visited  Limerick  Coldstore  for  the  purpose  of  examining 
Rathkeale  production  there.  In  addition  visits  were  made  to  the  AIBP  premises  at 
— ^aveitsdafe;  "Ardee,  Ballymun  and  Rathkeale.  During  the  course  of  such  visits  certain 

induction  records  were  taken  into  possession  and  placed  in  the  custody  of  the  Gardai. 
.  ^elT?!?y^nt  records  were  compared  with  the  corresponding  intervention  records  kept  by 

■  — e  Department  of  Agriculture  and  Food  by  Mr  Seamus  Fogarty,  an  Assistant  Principal 
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Officer  in  that  section  of  the  Department  that  dealt  with  Intervention  Purchase  and 
Storage. 

Mr  Fogarty  compared  all  of  the  documents  which  related  to  boning  hall  yields  for  interven- 
tion beef  for  AIBP  with  the  corresponding  intervention  beef  purchase  schedules  held  by 
the  Department  of  Agriculture  and  Food.  The  basis  of  his  examination  was  to  compare 
what  was  produced  on  the  day  in  the  boning  hall,  according  to  the  company's  records, 
with  what  was  declared  by  the  company  to  the  Department.  He  examined  the  daily  job 
costing  sheets  which  referred  to  intervention  jobs  carried  out  in  the  boning  hall  in  AIBP 
Rathkeale.  The  content  of  these  job  costing  sheets  have  been  illustrated  during  the  course 
of  this  Report. 

Mr  Fogarty's  evidence  can  be  briefly  summarised  as  follows: — 

(1)  that  he  examined  34  daily  job  costing  sheets  referring  to  intervention  production 
dates  in  the  AIBP  plant  at  Rathkeale  between  the  17th  of  July  1990  and  7th  of 
February  1991. 

(2)  that  from  records  retained  in  the  Department,  intervention  production  occurred 
on  dates  other  than  those  shown  on  the  production  sheets  examined  by  him  but 
he  was  unable  to  carry  out  an  examination  in  respect  of  these  dates  because  the 
daily  job  costing  sheets  in  respect  of  such  dates  kept  by  AIBP  were  not  available. 

(3)  the  examination  of  the  said  34  daily  job  costing  sheets  disclosed  that  129975.53kgs 
of  intervention  beef  was  misappropriated  by  AIBP  Rathkeale  over  the  said  34 
occasions. 

(4)  that  in  the  said  daily  job  costing  sheets  the  company  valued  this  beef  at 
£257,511.58. 

(5)  that  the  intervention  loss  of  the  value  of  the  beef  which  must  be  repaid  to  the 
EC  is  £3.04584  per  kilo  up  to  30th  of  September  1990  and  £3.14735  per  kilo  until 
the  30th  of  September  1991. 

(6)  the  estimated  value  of  the  misappropriated  beef  was  then  £405,742.84. 

In  addition  to  the  said  34  daily  costing  sheets,  Mr  Fogarty  examined  weekly  boning  hall 
job  costings  discovered  in  Ravensdale  but  relating  to  the  production  in  Rathkeale  between 
January  1991  and  August  1991  and  compared  them  with  the  corresponding  Intervention 
Purchase  Schedules  retained  in  the  Department. 

Having  compared  the  documents  and  information  contained  therein,  he  estimated  that 
the  total  weight  of  the  meat  appropriated  to  commercial  use  by  the  company,  as  appeared 
from  an  examination  of  the  said  weekly  job  cost  summaries,  to  be  158,050.71  kgs. 

In  reaching  this  figure  he  stated  that  he  had  granted,  to  the  company,  an  allowance  in 
respect  of  trims  of  1.24%. 

In  addition  to  the  Daily  Job  Costing  Sheets  already  referred  to,  Mr  Fogarty  also  examined 
a  number  of  Daily  Boning  Hall  Costing  Sheets  obtained  by  the  Garda  Siochana  from  Mr 
Tony  Butler,  the  Plant  Manager  at  AIBP,  Rathkeale  premises,  but  was  in  a  position  to 
only  compare  5  (five)  of  them  with  the  Department  records. 
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Such  examination  disclosed  that  on  the  days  covered  by  such  sheets,  the  misappropriation 
of  1285.1  kgs  of  meat  which  was  valued  at  IR£3,986.79. 

In  total  Mr  Fogarty  estimated  that  the  total  loss  to  the  Department  of  Agriculture  & 
Food  as  a  result  of  the  misappropriation  of  beef  disclosed  in  the  aforesaid  documents  as 
IR£907,170.65. 

These  figures  were  challenged  by  Counsel  for  AIBP,  who  at  all  times  maintained  that  the 
company  was  entitled  to  retain  possession  of  all  meat  produced  in  the  deboning  in  excess 
of  the  yield  of  68%,  suggested  that  there  would  be  no  loss  due  to  the  retention  of  meat  if 
credit  was  given  for  the  meat  added  back  to  make  up  the  yield  of  68%  as  disclosed  in  the 
documents  and  if  an  allowance  of  6.2%  was  made  in  respect  of  trims. 

While  this  suggestion  may  be  mathematically  accurate,  it  bears  no  relation  to  the  evidence 
given  with  regard  to  the  nature  of  the  misappropriation  of  meat  at  Rathkeale  during  this 
period. 

The  evidence  from  Mr  Lynch,  supported  by  the  documents  which  he  produced,  related 
not  to  the  transfer  of  trimmings  to  company  stock,  which  the  company  was  entitled  to  do 
but  to  the  transfer  of  identifiable  cuts  of  meat,  which  the  company  was  not  entitled  to  do. 

Mr  Lynch's  evidence  in  this  regard  was  supported,  not  only  by  the  documentation,  which 
he  produced  but  by  the  evidence  of  a  number  of  workers  in  the  boning  hall  in  the  AIBP 
plant  at  Rathkeale. 

The  Tribunal  does  not  consider  it  necessary  to  refer  in  detail  to  the  entire  of  such  evidence 
but  by  way  of  illustration  will  refer  to  the  evidence  of: — 

(1)  James  Higgins,  who  was  a  boner  employed  in  Rathkeale  during  the  period  June 
1988  to  June  1991  and  stated  that  at  one  period  or  another,  during  the  course  of 
his  employment  in  Rathkeale,  he  was  asked  by  his  supervisors  to  take  the  briskets 
or  sirloin  from  the  intervention  beef  and  trim  it  to  commercial  specifications, 
when  it  would  be  packed  in  boxes  for  commercial  use.  The  supervisors  named  by 
him  were  Larry  Kelly  and  John  Lynch  in  the  earlier  period  of  his  employment 
and  Martin  Finucane  and  John  Raftery  in  the  latter  period; 

 (2)  James  Leahy,  who  was  employed  at  AIBP  Rathkeale  during  the  period  February 

1991  to  May  1991  and  stated  that  he  was  instructed  by  John  Raftery  to  take  beef, 
including  fillets  and  other  cuts  from  the  Intervention  line  and  place  it  on  separate 
trays  and  the  meat  would  subsequently  be  vac-packed  for  commercial  use; 

(3)  Peter  O'Connor,  who  was  a  Boner  employed  at  AIBP,  Rathkeale,  from  June 
1988  to  January  1991  and  who  stated  that  all  the  meat  produced  as  a  result  of 
Intervention  deboning  did  not  go  into  intervention: 

That  on  occasions  he  would  be  told  by  his  supervisor,  Larry  Kelly,  that  certain 
cuts  would  be  needed  for  commercial  cuts  and  that  they  should  be  trimmed  for 
such  purpose;  such  cuts  included  silver-sides,  knuckles,  top-sides:  That  this 
occurred  on  a  daily  basis  when  intervention  work  was  being  carried  out  and  that 
the  said  cuts  were  taken  from  intervention  and  transferred  for  commercial  use. 
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(4)  Liam  Quirk,  who  started  work  as  a  trainee  Boner  and  Trimmer  in  the  boning  hall 
in  AIBP  in  Rathkeale  in  October  1988  and  continued  working  there  until  May 
1992  and  stated  that  during  the  course  of  his  employment  he  received  instructions 
from  his  supervisor  to  take  cuts  from  intervention  boning,  such  as  briskets,  sirloin 
and  fillets  and  trim  them  for  commercial  purposes:  That  these  cuts  would  sub- 
sequently be  vac-packed  in  the  evening  for  commercial  purposes  and  that  this 
practice  of  taking  beef  from  intervention  continued  on  a  regular  basis  during  the 
years  1991  and  1992. 

From  a  consideration  of  this  and  other  evidence,  the  Tribunal  is  satisfied  that  there  was  a 
clear,  definite  and  deliberate  policy  by  the  management  staff  employed  by  AIBP  at  the 
Rathkeale  Plant,  including  the  Plant  Manager,  the  Boning  Hall  Accountant,  the  Boning 
Hall  Manager  and  supervisors  to  misappropriate  intervention  beef,  the  property  of  the 
Minister  for  Agriculture  &  Food  and  apply  it  for  the  commercial  purposes  of  the 
Company. 

The  consistency  and  deliberate  nature  of  such  policy  is  clearly  shown  in  the  evidence  of 
Mr  Brian  Kennedy. 

Mr  Kennedy  was  first  employed  as  a  Production  Clerk  in  the  boning  hall  at  Rathkeale. 

His  duties  included  recording  the  weights  and  specifications  for  each  job  contract  boned 
on  the  day. 

In  respect  of  intervention  contracts  these  weights  were  recorded  in  the  "IB7"  forms  and 
in  respect  of  commercial  contracts  in  what  he  described  as  "business  carbon  copy  books". 

When  he  had  completed  the  "IB7"  forms  he  handed  them  to  Sean  O'Shea. 

In  addition  to  this  work,  he  was  also  responsible  for  stock  control  and  was  familiar  with 
the  buffer  stock  maintained  by  the  Company  in  the  cold  store,  which  consisted  of  pieces 
of  meat  taken  from  intervention  boning  or  other  cuts  from  comiftercial  jobs  which  were 
not  needed  and  would  take  cuts  from  such  stock  and  place  them  in  intervention  boxes  to 
make  up  any  deficit  he  might  discover. 

After  a  year  working  in  the  boning  hall,  Mr  Kennedy  was  promoted  to  the  accounting 
office. 

His  particular  job  there  was  to  complete  the  monthly  accounts  which  involved  the  costing 
of  each  particular  job  and  the  determination  of  the  profit  or  loss  from  each  job. 

In  the  preparation  of  such  accounts,  regard  had  to  be  taken  to  the  amount  of  beef  taken 
from  intervention  and  used  for  commercial  purposes. 

Mr  Kennedy  kept  a  record  of  meat  taken  from  intervention  and  applied  for  commercial 
use. 

This  information  was  recorded  in  pages  of  the  carbon  copy  book  which  were  given  to  the 
Accountant,  Mr  Goodwin. 
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This  procedure  was  followed  all  the  time  he  was  there,  from  August  1990  to  January  1992. 
The  cuts  transferred  were  LMCs,  foreribs  and  most  of  the  other  cuts. 

The  cuts  were  transferred  from  intervention  to  commercial  use  and  were  stacked  on  pallets 
of  30  trays  in  the  cold  stores. 

It  was  Mr  Kennedy's  job  to  record  the  number  of  trays  being  stacked  on  such  pallets  in 
his  books  and  each  day  to  give  the  page  from  such  books  to  Mr  O'Shea  who  passed  them 
on  to  Mr  Goodwin.  There  was  one  page  for  the  contents  of  each  pallet. 

His  function  in  relation  to  the  monitoring  of  the  beef  taken  out  of  intervention  and  trans- 
ferred to  commercial  stock  was  to  record  the  weight  of  each  individual  box  and  have 
regard  to  such  in  regard  to  the  meat  of  inferior  quality  being  put  back  in. 

An  indication  of  the  extent  of  the  transfers  from  intervention  to  commercial  use  is  given 
by  his  evidence  that  each  pallet  contained  30  trays,  each  pallet  was  allocated  a  separate 
page  in  his  book,  the  book  contained  50  pages  and  during  the  busy  periods  he  would  use 
5  books  per  week. 

As  the  books  were  completed,  they  were  stacked  in  the  store  room. 

The  top  sheet  of  each  page  had  been  given  in  to  the  Accounts  office  and  were  filed  there. 
These  provided  a  complete  record  of  the  daily  transfers  of  meat  from  intervention  to 
commercial  use. 

In  October  1991,  as  the  search  for  documents  was  being  carried  out  by  the  Department  of 
Agriculture  &  Food  officials,  he  received  instructions  from  Mr  Goodwin,  the  Accountant; 

(i)  to  locate  the  said  carbon  copy  books  from  the  store;  and 

(ii)  to  examine  them  for  incriminating  evidence  with  regard  to  transfer  from  interven- 
tion to  commercial. 

He  complied  with  such  instruction  and  gave  the  books  to  Mr  Goodwin. 

In  relation  to  the  pages  containing  this  information,  which  were  filed  in  the  Accountant's 
office,  he  received  instructions  to  destroy  them.  He,  with  two  other  employees,  destroyed 
these  sheets  by  shredding  and  flushing  them  down  the  toilet. 

This  was  a  clear  and  successful  attempt  by  Mr  Goodwin  to  destroy  the  records  kept  by 
him  in  his  office  which  would  establish  the  full  extent  of  the  quantities  of  beef  transferred 
from  intervention  to  Company  stock  to  be  utilised  for  commercial  purposes. 

As  already  stated  the  weekly  job  costs  summary  is  forwarded  each  Tuesday  morning  to 
Mr  David  Murphy  the  Group  Accountant  for  the  Meat  Division  at  Ravensdale  and  as 
such  reports  to  Mr  Gerry  Thornton  who  is  the  Deputy  Chief  Executive  of  this  Division. 

Mr  Murphy  stated  in  evidence  that  the  only  documentation  received  by  him  from  the 
different  plants,  including  Rathkeale,  was  the  weekly  boning  hall  profit  and  loss  summary 
report  and  the  weekly  job  costs  summary,  and  that  his  real  interest  was  in  the  boning  hall 
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profit  and  loss  summary  report  which  provided  the  basis  for  the  spreadsheet  which  he 
prepared  for  Mr  Thornton. 

He  stated  that  he  was  not  aware  of  what  was  happening  at  the  Rathkeale  plant  and  that 
a  review  of  any  of  the  documentation  coming  to  him  from  that  plant  did  not  indicate  that 
there  was  anything  untoward  going  on  there. 

Mr  Gerry  Thornton,  the  Deputy  Chief  Executive  of  the  Meat  Division,  with  overall 
responsibility  for  the  operations  of  35  operating  units  on  behalf  of  the  Goodman  Group 
stated  that  neither  he  nor  any  member  of  his  staff  at  Ravensdale  were  aware  of  any 
irregularities  in  the  operation  of  the  plant  at  Rathkeale  and  that  the  documentation  sub- 
mitted to  his  Division  and  furnished  for  review  each  Tuesday  would  not  disclose  that  the 
alleged  activity  was  taking  place. 

In  the  course  of  his  evidence  before  this  Tribunal,  Mr  Larry  Goodman  stated  that  he  had 
no  knowledge  of  what  was  going  on  at  Rathkeale  and  would  neither  have  approved  of  or 
condoned  such  practices. 

There  is  no  evidence  in  the  proceedings  before  the  Tribunal  to  contradict  the  evidence  in 
this  regard  of  Mr  David  Murphy,  Mr  Gerry  Thornton  and  Mr  Larry  Goodman. 

Mr  Tony  Butler,  the  Plant  Manager  at  Rathkeale,  Mr  Larry  Kelly  the  Supervisor  in  the 
Boning  Hall  and  Mr  Sean  Goodwin,  the  Boning  Hall  Accountant  all  appeared  before  the 
Tribunal  and  refused  to  answer  any  questions  in  relation  to  these  matters  claiming  privil- 
ege against  self  incrimination.  Having  regard  to  the  Garda  investigation,  the  Tribunal 
accepted  the  claim  made  by  them. 

In  addition  to  his  evidence  with  regard  to  the  transfer  to  intervention  meat  into  commer- 
cial stock,  Mr  Lynch  stated  that  non-intervention  animals  were  from  time  to  time  substi- 
tuted for  intervention  animals.  He  stated  that  this  was  achieved  in  the  following  ways: — 

Cattle  of  intervention  quality  were  declared  for  intervention  and  so  stamped  and  recorded 
in  the  kill  sheet.  Such  cattle  were  not  then  weighed  in  for  intervention  but  for  commercial 
deboning.  The  numbers  of  such  carcases  would  not  be  relevant  in  respect  of  carcases 
being  boned  for  commercial  purposes  and  would  be  allocated  to  non-intervention  quality 
carcases.  The  non  intervention  carcases  would  be  brought  into  the  boning  hall  with  legit- 
imate intervention  carcases  but  would  not  be  weighed  in  and  recorded  on  the  IB4s.  The 
said  carcases  would  be  deboned  mainly  in  the  morning  before  the  Agricultural  Officers 
arrived.  The  meat  and  cuts  produced  as  a  result  of  such  deboning  would  be  incorporated 
into  the  intervention  contract  by  including  particulars  thereof  in  the  IB4  forms  produced 
in  the  office,  the  carcase  numbers  of  the  carcases  which  had  been  boned  for  commercial 
purposes  would  be  allocated  to  such  non-intervention  carcases.  This  meant  that  carcases 
which  were  not  eligible  for  intervention  were  being  placed  in  intervention  in  lieu  of  carc- 
ases which  were. 

He  stated  that  this  practice  occurred  on  most  days  during  the  period  between  September 
1990  and  January  1991  and  the  documentation  in  regard  thereto  was  prepared  by  a  clerk 
in  the  boning  hall  office. 
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Mr  Lynch's  evidence  in  this  regard  is  accepted  by  the  Tribunal  as  correct,  having  regard 
to  the  fact  that  his  evidence  with  regard  to  the  transfer  of  intervention  meat  to  the  com- 
pany for  commercial  use  and  the  substitution  therefor,  when  necessary  to  achieve  the  yield 
of  68%,  of  meat  taken  from  the  "buffer  stock"  has  been  established  beyond  all  reasonable 
doubt. 

It  is  a  cause  for  legitimate  public  concern  to  ascertain  how  the  activities  as  described 
herein  and  constituting  a  flagrant  abuse  of  the  Intervention  System,  one  of  the  market 
support  schemes  under  the  Common  Agricultural  Policy,  was  allowed  to  continue  for  such 
an  extended  period  particularly  having  regard  to  the  heavy  responsibility  placed  on  the 
staff  employed  by  the  Department  of  Agriculture  and  Food  at  the  Plant  to  enforce  the 
procedures  outlined  herein  which  were  designed  to  ensure  that  the  Department  of  Agri- 
culture and  Food,  as  the  Intervention  Agency,  received  the  beef  that  it  had  contracted  to 
purchase  and  was  only  discovered  as  a  result  of  the  information  given  by  Mr  Lynch  to 
the  Tribunal  and  made  available  to  the  Department  of  Agriculture  and  Food  and  the 
investigations  carried  out  by  them  and  the  Garda  Siochana  on  receipt  of  this  information. 
During  the  course  of  his  cross-examination  by  Counsel  on  behalf  of  the  State  Authorities 
Mr  Lynch  stated  that; 

1.  After  he  had  received  instructions  from  Tony  Butler,  the  Plant  Manager,  not  to 
adhere  to  the  intervention  specification  by  not  trimming  the  fat  off  the  meat  and 
he  had  so  instructed  deboners,  this  boning  and  failure  to  remove  the  fat  was  done 
openly  in  the  presence  of  the  Agricultural  Officers. 

2.  That  the  Agricultural  Officers  had  ample  opportunity  for  observing  the  manner  in 
which  the  meat  was  being  trimmed,  that  they  observed  the  operation  on  a  daily 
basis,  that  it  was  obvious  that  the  meat  was  not  being  trimmed  according  to  speci- 
fication and  that  they  never  once  interfered. 

3.  That  the  boners  carrying  out  the  work  in  such  a  manner  were  not  concerned  with 
the  presence  of  the  Agricultural  Officers  and  did  not  fear  that  they  might  be  caught 
trimming  in  breach  of  specification. 

4.  That  he  inferred  from  their  failure  to  interfere  in  any  way  with  the  operations  of 
the  boning  hall  that  an  arrangement  had  been  made  with  regard  thereto  between 
the  said  Tony  Butler  and  Mr  Denis  Carroll,  the  Senior  Agricultural  Officer 
employed  by  the  Department  of  Agriculture  and  Food  in  the  plant. 

5.  That  each  of  the  Agricultural  Officers  concerned  namely  Messrs.  Lyons,  Buckley, 
Vaughan,  O'Rourke  and  Carroll  were  fully  aware  of  the  fact  that  the  meat  was 
being  boned  in  breach  of  specification. 

6.  That  the  Agricultural  Officers  permitted  carcases  with  cod  fat  attached  thereto  to 
be  weighed  in  for  intervention  purposes. 

7.  That  the  Agricultural  Officers  did  not  check  weigh  10%  of  the  carcases  as  required 
by  the  regulations. 

8.  That  the  Agricultural  Officers  did  not  check  5%  of  the  boxes  of  meat  after  they 
had  been  packed. 

9.  The  fat  analysis  was  not  done  daily  and  that  only  on  one  occasion  between  Sep- 
tember 1990  and  January  1991  did  he  see  a  fat  analysis  being  carried  out. 
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10.  That  if  documentation  in  relation  to  daily  fat  analysis  was  sent  to  the  Department 
of  Agriculture  and  Food,  the  contents  thereof  were  not  based  on  any  physical 
examination. 

Mr  Denis  Carroll  against  whom  some  of  these  allegations  were  made,  was  a  Senior  Agri- 
cultural Officer,  stationed  at  the  AIBP  plant  at  Rathkeale  from  January  1988.  His  function 
was  to  deploy  the  Agricultural  Officers  available  to  him  and  to  cover  the  lairage,  the 
deboning  hall,  the  slaughtering  line,  the  cold  store,  the  despatch  area  in  the  boning  hall, 
the  loading  bay,  the  Caniiery  and  the  offal  area,  and  to  attend  to  the  office  duties  necessi- 
tated by  all  the  documentation  that  had  to  be  checked  and  prepared  in  respect  of  interven- 
tion purchases.  He  was  also  responsible  for  the  port  at  Foynes  and  occasionally  would 
have  to  make  an  Agricultural  Officer  available  for  work  there.  At  the  relevant  time 
namely  from  July  1990  on  he  had  only  4  Agricultural  Officers  available  to  him.  It  is 
perfectly  obvious  having  heard  evidence  with  regard  to  the  nature  of  their  duties  that  the 
staff  available  to  Mr  Carroll  was  completely  inadequate  to  enable  proper  supervision  of 
the  operations  of  the  plant  which  they  were  obliged  to  supervise. 

As  stated  in  evidence  by  Mr  Carroll  "people  would  have  double  duties  around  the  place, 
especially  in  the  busy  time  of  the  year".  It  was  obvious  to  Mr  Carroll  who  requested 
additional  staff  from  time  to  time  and  was  informed  that  they  were  unavailable,  that  such 
was  the  position.  In  addition  to  his  other  duties,  Mr  Carroll  was  responsible  for  checking 
the  documents  required  to  be  completed  by  the  factory  operatives  and  certified  by  them 
and  the  preparations  of  the  documents  required  by  the  Department  of  Agriculture  and 
Food  in  regard  to  all  intervention  jobs. 

The  documents  which  Mr  Carroll  was  required  to  submit  to  the  Department  of  Agriculture 
and  Food  within  3  days  of  the  deboning  operation  were:- 

(1)  The  Purchase  Agreement  on  meat  for  deboning,  which  is  signed  by  the  duly 
authorised  officer  of  the  company  and  the  duly  authorised  official  of  the  Depart- 
ment of  Agriculture  and  Food. 

(2)  IB4  —  boneless  beef  purchase  record  and  certification  sheet,  which  is  required 
to  be  signed  by  a  representative  of  the  factory. 

(3)  IB7  deboning  yield  record,  which  is  completed  by  a  factory  representative  and 
signed  by  him. 

(4)  IB6  —  deboned  yield  summary,  which  must  be  signed  by  both  a  representative 
of  the  company  and  the  Agriculture  Officer. 

(5)  IB8  —  boneless  beef  transfer  form. 

(6)  IB9  —  boneless  beef  transport  record. 

During  the  course  of  his  evidence  Mr  Lynch  had  stated  in  respect  of  one  document  pur- 
porting to  have  been  signed  by  Mr  Kelly,  the  supervisor  in  the  boning  hall,  that  this  was 
not  his  signature. 

These  documents  provide  the  basis  upon  which  the  Department  of  Agriculture  and  Food 
authorise  payment  for  the  beef  and  the  deboning  charges. 


Parti  — 


Intervention  Scheme  AIBP  at  Rathkeate  Boning  Hall 


465 


Mr  Carroll  stated  in  evidence  that  in  respect  of  all  the  documentation  submitted  to  the 
Department  of  Agriculture  and  Food  in  respect  of  all  intervention  purchases  made  in 
Rathkeale  during  the  period  January  1990  and  October  1991,  Mr  Larry  Kelly  the  company 
representative  whose  name  appears  on  all  such  documentation,  including  the  Tender  for 
Intervention  Purchases  of  Beef,  the  certification  of  the  IB4,  the  IB6  and  IB7,  did  not  sign 
any  of  them  and  that  he,  Mr  Carroll,  had,  with  Mr  Kelly's  knowledge,  signed  his  name  to 
such  documentation. 

His  explanation  of  such  action  is  that  due  to  pressure  of  other  duties,  the  documentation 
would  be  prepared  in  the  evening  and  when  completed,  Mr  Kelly  would  have  left  the 
plant. 

Mr  Carroll  was  obliged  to  check  the  particulars  shown  on  the  IB4  forms  and  the  IB7 
forms  and  to  prepare  the  IB6  forms  on  the  basis  of  the  information  contained  in  these 
forms. 

The  IB4  was  required  to  be  completed  in  duplicate  by  the  factory  operatives  weighing  in 
the  carcases  of  beef  and  on  completion  the  top  copy  should  be  immediately  handed  to  the 
Department  official.  In  Rathkeale  this  was  not  done  and  the  copies  were  handed  into  the 
office  of  the  boning  hall  Accountant.  The  IB7  form  is  required  to  be  completed  by  the 
factory  operative  and  signed  by  him.  This  was  not  the  practice  in  Rathkeale  and  the  IB7 
was  presented  with  no  signature  of  a  factory  official  thereon. 

Mr  Carroll  stated  in  evidence  that; 

(1)  He  checked  the  particulars  shown  on  the  IB  forms  with  the  particulars  shown  on 
the  kill  sheet  to  ensure  that  the  weights  were  correct. 

(2)  Having  checked  them  he  would  be  obliged  to  have  "a  fair  share  of  them"  rewrit- 
ten for  various  reasons  such  as 

a)  Their  legibility  and  condition. 

b)  The  inclusion  in  one  form  of  different  grades  of  carcases,  whereas  the  regula- 
tions required  that  different  grades  be  shown  on  different  forms. 

c)  The  reduction  of  weights  because  of  the  wrongful  inclusion  of  cod  fat  in  the 
intervention  beef. 

d)  The  presence  of  obvious  clerical  errors. 

(3)  The  rewriting  of  the  IB4  forms  would  be  done  by  Mr  Owen  Maher  in  the  boning 
hall  Accountant's  office  and  rechecked  in  the  Agriculture  office  to  ensure  that 
there  had  been  no  fundamental  alterations  in  the  IB4  forms. 

(4)  Having  rechecked  the  rewritten  IB4  forms,  any  markings  on  the  original  IB4s 
were  transferred  by  him  to  the  said  rewritten  forms,  such  marking  would  include 
the  circles  placed  on  carcase  numbers  which  had  been  checked  by  an  Agricultural 
Officer  and  initialled  by  him. 

(5)  The  IB7  forms  were  also  checked  by  Mr  Carroll  and  would  be  sent  back  to  Mr 
Maher  in  the  boning  hall  Accountants  office  to  be  rewritten,  if  mistakes  were 
discovered  in  the  IB7  forms  such  mistakes  included  a  wrong  carton  or  a  wrong 
cut  of  meat  being  included  in  the  IB  forms. 
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The  main  reason  for  the  necessity  to  have  the  IB4  forms  rewritten  was  due  to  the  practice 
of  AIBP  Management  in  weighing  in  carcases  with  cod  fat  attached  thereto.  This  practice 
seems  to  have  been  known  to  all  the  relevant  officials  of  the  Department  of  Agriculture 
and  Food  on  duty  there  including  Mr  Joe  Mangan,  the  Veterinary  Inspector,  Mr  Denis 
Carroll,  Senior  Agricultural  Officer,  Leonard  Buckley,  Higher  Agricultural  Officer,  John 
Vaughan,  Agricultural  Officer  and  the  other  Agricultural  Officers. 

Mr  Mangan  discussed  the  problem  with  the  Plant  Manager,  Mr  Tony  Butler  on  a  number 
of  occasions  but  in  spite  of  the  admonition  of  Mr  Mangan  and  the  penalty  being  imposed 
of  one  kilo  per  side  the  plant  continued  to  weigh  in  the  carcases  with  the  cod  fat  attached 
thereto.  A  decision  had  been  made  by  Mr  Carroll  with  the  approval  of  Mr  Mangan  to 
deduct  a  kilo  from  the  weight  of  each  carcase  side  with  cod  fat  on  it.  The  Agricultural 
Officer  responsible  in  the  boning  hall  marked  the  IB4  forms  which  required  to  be  rewritten 
with  an  X. 

In  spite  of  this  the  practice  continued  but  at  no  stage  did  Mr  Mangan  report  this  practice 
to  his  superiors  or  to  Head  Office.  Mr  Butler  continued  with  the  practice  and  accepted 
the  deduction  of  1  kilo  when  it  was  imposed.  This  meant  that  there  was  an  excess  of  fat 
going  into  the  boning  hall,  which  should  have  been  accounted  for  but  was  wrongfully 
included  in  intervention  boxed  meat,  enabling  some  intervention  meat  to  be  transferred 
to  company  stock.  If  it  had  not  been  placed  in  intervention  stock,  it  would  have  been 
transferred  to  the  company. 

However  the  Tribunal  has  examined  51  daily  boning  hall  costing  sheets  and  these  disclose 
what  fat  was  actually  taken  by  the  company.  These  sheets  disclosed  that  while  the  target 
yield  in  respect  of  fat  for  each  intervention  job  was  6%,  the  yields  achieved  varied  from 
0.25%  to  3.76%  (excluding  two  jobs  where  the  6%  yield  was  achieved).  The  average  yield 
of  fat  transferred  was  2.11%.  On  the  basis  that  the  proper  yield  was  6%,  this  meant  that 
the  balance  of  the  fat  representing  an  average  of  3.89%  of  the  weight  of  the  carcase  was 
wrongfully  included  in  the  intervention  boxes. 


The  Department  of  Agriculture  and  Food  regulations  require  that  the  de-fatting  tests  be 
carried  out  each  day  in  the  plant  by  a  factory  operative  under  the  supervision  of  an 
Agricultural  Officer  and  that  the  results  of  such  tests  be  forwarded  weekly  to  the  Depart- 
ment. The  records  produced  by  the  Department  of  Agriculture  and  Food  and  produced 
in  evidence  in  respect  of  the  period  4th  of  August  1990  to  2nd  of  February  1991  showed 
that  the  returns  made  to  the  Department  did  not  disclose  the  presence  of  excess  fat  in 
any  of  the  boxes  of  meat  examined  on  any  day  during  this  period.  The  permitted  fat 
content  was  10%  in  respect  of  the  forequarter  and  30%  on  the  plate  and  flank  and  the 
results  of  the  tests  returned  to  the  Department  showed  fat  content  of  between  9.3%  and 
9.4%  on  the  forequarter  and  29.1%  and  29.6%  on  the  plate  and  flank,  all  within  the 
permitted  levels. 

Mr  Lynch  had  stated  that  all  these  returns  were  falsified  because  no  tests  were  carried 
out  on  a  daily  basis.  The  Tribunal  is  satisfied  however  from  the  evidence  from  Mr  Mangan, 
Mr  Carroll,  Mr  Buckley  and  Mr  Vaughan  that  tests  were  carried  out  but  that  the  results 
of  the  tests  as  transmitted  to  the  Department  did  not  present  a  true  and  accurate  result 
of  the  tests  carried  out.  The  accepted  practice  in  regard  to  such  tests  was  that  if  the  test 
on  the  box  of  meat  examined  disclosed  the  presence  of  fat  in  excess  of  the  permitted  level, 
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the  company  would  be  given  an  opportunity  of  having  a  second  test  sometime  later  and 
that  if  this  second  test  was  satisfactory  the  average  would  be  taken  and  returned  to  the 
Department. 

On  occasions,  a  third  test  might  have  to  be  taken  to  ensure  that  the  average  weight 
returned  was  within  the  acceptable  levels.  This  practice  obviously  gave  to  the  company  an 
opportunity  to  rectify  any  irregularity  disclosed  on  the  initial  test.  The  results  of  the  test 
were  given  to  Mr  Carroll  the  Senior  Agricultural  Officer,  who  prepared  the  relevant  docu- 
mentation for  signature,  by  Mr  Mangan,  the  Veterinary  Officer. 

During  the  course  of  an  examination  of  intervention  beef  produced  at  AIBP  Rathkeale 
carried  out  under  the  supervision  of  Mr  B  J  Bennett,  Area  Superintending  Veterinary 
Inspector,  at  Tallaght  Coldstores,  the  days  production  of  January  1991  together  with  other 
products  from  various  days  in  1990  and  1991  were  examined. 

A  random  sample  of  boxes  of  forequarter  and  plate  and  flank  were  selected  for  defatting 
analysis.  The  defatting  was  performed  under  the  supervision  of  either  the  Veterinary 
Inspector  or  Agriculture  Officer  by  Mr  Larry  Dunne  and  staff  employees  of  AIBP  who 
did  not  disagree  with  the  findings.  In  25  boxes  of  forequarter  examined  the  average  fat 
content  was  12.4%,  being  24%  above  the  permitted  level,  and  in  28  boxes  of  plate  and 
flank  examined  the  average  fat  content  was  32.68%,  being  approximately  9%  more  than 
that  permitted.  These  results  are  completely  inconsistent  with  the  returns  made  to  the 
Department  but  do  not  establish  that  the  returns  made  from  Rathkeale  were  "falsified" 
in  the  sense  used  by  Mr  Lynch  but  rather  the  undesirability  of  failing  to  return  the  findings 
as  a  result  of  the  first  tests  carried  out  and  of  giving  to  the  company  the  opportunity  of 
rectifying  the  situation  before  a  second  or  third  test  is  carried  out. 

It  is  unreal  to  expect  that  the  company  would  not  have  availed  of  an  opportunity  to  put 
the  matter  in  order. 

Having  heard  the  evidence  of  Mr  Mangan,  the  Veterinary  Inspector,  Mr  Denis  Carroll 
the  Senior  Agricultural  Officer  and  the  other  Agricultural  Officers  employed  by  the 
Department  of  Agriculture  and  Food  and  the  AIBP  plant  at  Rathkeale,  the  Tribunal  is 
satisfied  that  there  was  no  agreement  between  them  and  the  representatives  of  the  com- 
pany with  regard  to  the  irregular  activities  which  occurred  there.  The  situation  which  arose 
in  the  boning  hall  in  Rathkeale,  which  in  the  words  of  Mr  Mangan  was  catastrophic  when 
he  first  went  there  arose  because  of; 

(1)  The  huge  volume  of  beef  being  processed  in  the  boning  hall,  both  for  intervention 
and  commercial  purposes. 

(2)  That  Mr  Carroll  and  the  limited  number  of  AOs  were  unable  to  exercise 
adequately  the  supervision  and  fulfil  their  responsibilities  with  regard  thereto 
imposed  by  the  Department  of  Agriculture  and  Food. 

(3)  That  irrespective  of  the  volume  of  beef  being  processed  in  the  boning  hall,  there 
was  never  more  than  one  Agricultural  Officer  present  and  indeed  he  may  not 
have  been  present  during  the  entire  of  the  time. 

(4)  This  Agricultural  Officer  was  expected  to  supervise  the  weigh-in  of  the  sides  of 
the  beef,  check  weigh  at  least  10%  thereof,  to  initial  such  checking  of  the  IB4s, 
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to  supervise  the  boning  and  trimming  of  the  meat,  the  packing  of  the  separate 
cuts  (11)  into  different  boxes,  the  weighing  thereof  and  the  recording  of  such 
weights  on  the  cartons  and  to  physically  check  5%  thereof  with  a  minimum  of  20 
cartons  per  day  and  to  ensure  that  the  intervention  meat  was  handed  up  to  the 
Department  at  the  end  of  each  day  and  placed  in  storage. 

The  Tribunal  is  satisfied  that  it  was  physically  impossible  having  regard  to  the  nature  of 
such  work  and  the  hours  which  he  was  expected  to  work  for  a  single  Agricultural  Officer 
to  adequately  perform  these  duties.  It  is  quite  clear  from  the  evidence  of  Mr  Mangan,  Mr 
Power  and  Mr  O'Neill  that  the  supervision  of  the  boning  hall  particularly  during  the  busy 
season  (September  to  December)  was  minimal  and  totally  inadequate.  Extra  assistance 
had  been  sought  from  the  Department  of  Agriculture  and  Food  from  time  to  time  but 
was  not  made  available.  The  failure  to  make  adequate  staff  available  is  not  the  fault  of 
the  employees  on  the  ground  in  the  factory  but  rests  on  the  Department  of  Agriculture 
and  Food. 


PART  II 


Intervention  Rathkeale 

(Cannery) 


On  the  5th  day  of  March  1991  the  Council  of  the  European  Communities  adopted  Regula- 
tion No.  598/91,  one  of  the  purposes  of  which  was  to  enable  the  community  to  transfer 
agriculture  products  available  as  a  result  of  Intervention  free  of  charge  to  the  "Soviet 
Union"  in  response  to  specific  requests. 

The  then  Soviet  Union  requested  this  aid  by  supply  of  canned  processed  beef  and  the 
Commission  decided  that  this  request  should  be  granted  by  releasing  a  sufficient  quantity 
of  intervention  beef  for  that  purpose. 

The  Commission  Regulation  EEC  No.  1582/91  laid  down  certain  detailed  rules  for  the 
application  of  Regulation  No.  598/91  for  the  supply  of  canned  beef  intended  for  the  people 
of  the  "Soviet  Union". 

This  regulation,  provided,  inter  alia,  that  the  following  intervention  beef  should  be  made 
available  for  the  manufacture  of  the  product  to  be  delivered. 

(1)  Forequarters  bone-in 

(2)  Hindquarters  bone-in 

(3)  Boneless  cuts,  except  fillets  and  striploins,  having  being  trimmed  to  an  intervention 
specification  of  a  minimum  of  90%  visible  lean. 


The  regulation  provided  for: — 

(a)  A  tender  procedure,  and  that  the  intervention  beef  would  be  delivered  free  of 
charge  and  that  the  Community  would  pay  the  costs  of  processing  and  canning 
such  product  and  transport  costs  incurred  in  connection  therewith. 
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The  product  specifications  for  the  canned  beef  was:— 

(i)  Composition  of  the  content  of  each  can  before  cooking: 

(a)  80%  in  form  of  trimmed  beef: 

A  minimum  of  90%  of  this  meat  must  have  been  diced  into  pieces  of  at  least 
1.5  centimetres  and  at  most  3.0  centimetres  on  each  face. 

(b)  18.5%  water; 

(c)  1.5%  salt. 

These  specifications  were  designed  to  ensure  that  intervention  beef  and  intervention  beef 
only  would  be  included  in  the  cans  of  beef  to  be  delivered  to  the  people  of  the  Soviet 
Union. 

On  the  18th  day  of  June,  1991,  Shannon  Meats  submitted  tenders  (16)  for  a  total  of  1,600 
tonnes  of  Intervention  beef  and  were  successful  with  all  of  them. 

This  was  confirmed  on  the  27th  day  of  June,  1991  by  fax  from  the  Department  of  Agricul- 
ture &  Food. 

The  tender  submitted  by  Shannon  Meats  included  undertakings: — 

(1)  to  produce  through  deboning,  trimming  and  cutting  operations  the  highest  pos- 
sible quantity  of  eligible  meat  to  be  canned; 

(2)  to  trim,  debone  and  can  the  beef  in  accordance  with  the  conditions  and  specifica- 
tions of  the  regulation  and  to  keep  the  canned  beef  in  store  in  easily  identifiable 
lots,  each  lot  comprising  uniform  can  size; 

(3)  to  start  delivery  of  the  canned  beef  to  the  designated  organisation  free  at  the 
loading  bay  of  their  warehouse  not  later  than  the  21st  September  1991. 

It  appears  from  the  evidence  of  Ms.  Ni  Dhuinn,  an  Assistant  Principal  Officer  employed 
in  the  intervention  operation  Beef  Sales  Section  of  the  Department  of  Agriculture  &  Food 
that:— 

(i)  She  confirmed  to  Shannon  Meats  that  they  had  been  successful  in  their  tender 
and  requested  that  they  confirm  that  they  were  still  interested  in  fulfilling  the 
contract,  which  confirmation  was  forthcoming  on  the  28th  day  of  June  1991; 

(ii)  Shannon  Meats  required  the  beef  in  forequarter  and  hindquarter  cuts; 

(iii)  Between  the  8th  of  July  1991  and  the  18th  of  September  1991  the  beef  was 
released  from  cold  stores  and  delivered  to  the  premises  of  Shannon  Meats  at  the 
AIBP  plant  in  Rathkeale,  the  necessary  securities  having  been  provided. 

As  the  beef  was  processed  and  delivered  to  the  transport  company  designated  by 
the  authority  entitled  to  receive  possession  of  the  canned  beef,  written  docu- 
mentation was  sent  to  Ms.  Ni  Dhuinn  and  particulars  thereof  sent  by  her  to  the 
EEC  Commission. 
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(iv)  This  documentation  included: 

(1)  A  certificate  headed:  "Certificate  of  Processing  in  Ireland  of  Frozen  Beef 
from  Intervention  Stock". 

"Canned  Intervention  beef  for  the  People  of  the  USSR;" 

(2)  This  certificate  included  particulars  of  the  frozen  intervention  beef  and  the 
processed  product  and  contained  a  certificate  by  the  Veterinary  Inspector 
that  all  the  details  were  correct  and  that  he  was  satisfied,  in  line  with  his 
report,  that  all  the  beef  submitted  for  canning  has  been  canned  in  accordance 
with  the  specifications  in  Annex  1  and  that  the  beef  as  delivered  to  the 
designated  organisation  fully  corresponded  to  the  beef  taken  over. 

Accompanying  this  document  was  a  short  certificate  or  statement  from  the 
Veterinary  Officer  that  the  contents  of  the  named  contract  was  taken  in  at 
the  premises  and  was  processed  and  exported  under  Department  of  Agricul- 
ture &  Food  supervision. 

(v)  The  removal  order  and  the  takeover  certificate  by  the  transport  company  (Irish 
Transport  International)  would  be  provided; 

(vi)  All  the  documentation,  in  respect  of  these  tenders,  was  forwarded  to  the  Depart- 
ment of  Agriculture  &  Food  and  checked  by  Ms.  Ni  Dhuinn.  They  were  all  found 
to  be  in  order  and  showed  that,  between  the  10th  day  of  July  1991  and  the  18th 
September  1991,  all  the  beef  which  had  been  taken  over  by  Shannon  Meats 
(1598.8658  tonnes  of  beef)  had  been  correctly  processed  to  give  1762.0416  tonnes 
of  canned  product. 

All  the  details  on  these  certificates  were  cross-checked  by  her  against  the  Department's 
removal  orders,  the  management  Goods  Outward  dockets  from  the  cold  stores  releasing 
the  beef  and  against  the  takeover  certificates  issued  by  the  transport  company,  and  all 
were  found  to  agree. 

As  everything  appeared  to  be  in  order  instructions  were  given  to  pay  Shannon  Meats 
£1,254,014.12  for  their  processing  costs  and  £805.59  for  storage  against  the  invoices  which 
had  been  submitted  by  them. 

Before  the  cheques  issued,  however,  the  allegations  made  by  Mr  John  Lynch  had  been 
brought  to  the  attention  of  the  Department  of  Agriculture  &  Food  and  as  a  result  of  their 
investigations  the  payment  thereof  was  frozen. 

Mr  Lynch  had  had  a  meeting  with  Mr  Mullen  and  Ms.  Brid  Cannon  of  the  Department 
of  Agriculture  &  Food  on  the  12th  of  October  1991.  During  the  course  of  that  meeting 
Mr  Lynch  had  alleged  misconduct  by  AIBP  relative  to  the  processing  at  Rathkeale  of  the 
intervention  beef  for  the  Russian  Food  Aid  Programme. 

He  had  stated  that  most  of  the  hindquarter  beef  supplied  to  the  company  for  processing 
into  cans  was  not,  in  fact,  so  processed  and  that  the  product  was  re-boxed  and  sold  off 
commercially,  inferior  forequarter  meat  and  heart  meat  being  substituted  in  the  processing 
operation. 
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Because  of  these  allegations,  which  are  in  addition  to  the  allegations  made  by  him  in 
respect  of  the  Boning  Hall  operations,  a  visit  of  the  Control  Enquiry  Team  was  organised 
for  the  15th  of  October  1991. 

The  Control  Inquiry  Team  consisting  of  Mr  Mullen,  Mr  Fogarty,  Mr  Mullins,  Mr  Darcy 
and  Ms  Hogan,  accompanied  by  members  of  the  Gardai  visited  the  plant. 

In  her  evidence  Ms.  Cannon  stated  that  she  concentrated  on  the  records  held  in  the 
Cannery  Office. 

She  requested  from  Mr  Doherty  and  Mr  Denis  Murphy  the  Daily  Production  Records  for 
the  Cannery  in  respect  of  the  period  May  to  August  1991. 

These  were  produced  and  dealt  exclusively  with  the  USSR  contract. 

She  examined  the  company's  records  in  the  office  and  identified  five  (5)  files  which  she 
believed  were  relevant. 

Mr  Mullen  identified  a  diary  maintained  by  the  company  in  the  Cannery  Supervisor's 
Office  and  took  possession  thereof. 

According  to  her  evidence  Ms.  Cannon  examined  these  files  in  the  Askeaton  Garda 
Office. 

She  stated,  in  evidence,  that  the  Daily  Production  Diary  produced  by  the  company  showed 
that  between  the  1st  of  July  1991  and  the  30th  of  September  1991  a  total  of  6,382  cartons 
of,  insides,  outsides,  knuckles  and  rumps  were  used  in  the  canning  operations,  whereas  a 
total  of  17,107,  cartons  of  insides,  outsides,  knuckles,  and  rumps  were  released  to  Shannon 
Meats,  Rathkeale  from  intervention  and  free  of  charge,  for  processing  for  the  USSR  into 
cans. 

An  examination  of  the  said  Production  Diary  also  showed  that  such  insides,  outsides, 
knuckles  and  rumps  were  used  in  canning  on  particular  dates  only  and  the  records  were 
not  in  accordance  with  the  information  entered  on  the  certificates  of  processing  submitted 
by  Shannon  Meats  to  the  Department. 

The  examination  of  the  Production  Diary  also  showed  the  almost  daily  usage  of  hearts  in 
the  canning  operation. 

Mr  Mullen  went  to  inspect  the  Cannery  and  in  the  Cannery  Supervisor's  Office  he  found 
the  1991  Production  Diary  kept  by  one,  Mr  Michael  Dunne. 

In  addition  he  examined  the  cold  store  and  he  noticed  a  number  of  brown  boxes  with 
only  the  cut  and  weight  indicated  on  them. 

He  instructed  that  they  be  removed  from  the  cold  store  to  the  marshalling  area  outside 
the  store  and  examined  a  number  of  the  boxes. 
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He  instructed  that  the  store  be  sealed  at  night  and  that  an  Agricultural  Officer  be  placed 
on  duty. 

An  explanation  of  these  matters  was  sought  from  Mr  Butler,  the  Plant  Manager  at  a 
meeting  attended  by  Mr  Mullen  and  Ms  Cannon  and  other  officers  of  the  Department 
but  apart  from  offering  full  co-operation  with  regard  to  the  investigations  being  carried 
out,  he  offered  no  explanation  of  the  matters  raised  by  Mr  Mullen  and  stated  that  Mr  M 
Doherty  was  the  manager  responsible  for  the  cannery. 

On  examination  of  the  cold  store,  Mr  Mullen  found  182  boxes  of  beef,  with  only  the 
weight  and  cut  recorded  on  them. 

These  boxes  were  subsequently  taken  possession  of  and  examined  under  supervision  at 
Tallaght  cold  store  and  a  detailed  check  of  the  Department's  records  made  by  Ms  Ni 
Dhuinn,  disclosed  that  52  of  these  182  cartons  had  been  released  to  Shannon  Meats  free 
of  charge  in  accordance  with  regulation  1582/91  and  which  should  have  been  included  in 
the  canned  meat  sent  to  the  Soviet  Union. 

The  production  records  also  disclosed  the  use  of  hearts  in  the  preparation  of  the  meat  for 
canning. 

A  number  of  employees  of  AIBP  at  the  cannery  during  June/July  gave  evidence  before 
the  Tribunal,  which  was  uncontradicted,  in  relation  to  the  trimming  of  hearts,  the  inclusion 
of  hearts  with  beef  in  the  mix  for  the  cans,  the  inclusion  of  fresh  meat  from  the  boning 
hall  and  instructions  from  management  to  conceal  the  hearts  if  the  Agricultural  Officers 
were  present  or  likely  to  be  present  but  it  is  only  necessary  to  deal  with  the  evidence  of 
Mr  Michael  Dunne  who  was  employed  by  Shannon  Meats  in  Rathkeale  as  a  Clerical 
Officer  in  the  cannery  at  the  relevant  times. 

It  was  his  responsibility  to  check  in  the  meat  being  used  for  the  fulfilment  of  the  "Russian 
contract". 


He  kept  a  detailed  personal  diary  which  disclosed  the  meat  and  hearts  used  in  the  fulfil- 
ment of  the  contract. 


Each  day  he  transferred  the  entries  from  this  personal  diary  to  the  production  sheets  of 
the  plant. 

This  diary  disclosed  the  amount  of  meat,  the  amount  of  hearts,  and  the  mix  sought  by  the 
company,  namely,  180  kilograms  of  meat  to  20  kilograms  of  hearts. 

This  diary  was  produced  in  evidence  and  had  been  analysed  by  Ms  Ni  Dhuinn  of  the 
Department  of  Agriculture  and  her  evidence  was  that  the  contents  of  this  diary  disclosed 

(1)  Of  4,216  boxes  of  rumps  made  available,  free  of  charge,  from  the  intervention 
Agency,  only  613  were  used,  leaving  a  shortfall  of  3,603. 

(2)  of  4,200  b°XeS  °f  °UtSideS  Pr°Vided'  °nly  472  b°XeS  Were  US6d'  leavin*  a  shortfaI1 
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(3)  Of  4,251  boxes  of  insides  provided,  only  1,898  were  used,  leaving  a  shortfall  of 
2,353. 

(4)  Of  3,968  boxes  of  knuckles  provided,  3,399  were  used,  leaving  a  shortfall  of  569. 

It  further  appeared  that  45,306  boxes  of  forequarters  were  used,  whereas  only  43,664  were 
released  from  intervention,  a  surplus  of  1,642. 

The  diary  also  showed  the  use  of  2,367  boxes  of  forequarters  which  she  understood  to  be 
fresh  meat  from  the  boning  hall,  895  boxes  of  fresh  heart  and  2,366  boxes  of  frozen  hearts. 

Only  frozen  boneless  beef  as  released  from  intervention  by  the  Department  of  Agricul- 
ture &  Food  was  to  be  used  in  processing  into  the  cans. 

These  records  show  that  7,625  boxes  of  meat  of  various  cuts  supplied  by  the  intervention 
authority  were  not  used. 

The  Daily  Production  Diary  prepared  by  the  company  during  the  relevant  period  in  con- 
nection with  the  canning  of  the  beef  for  the  Soviet  Union  showed  that  10,725  cartons  of 
beef  supplied  from  intervention,  free  of  charge,  to  be  processed  and  canned  was  not 
utilised  for  this  purpose. 

The  records  produced  by  the  company  to  the  Department  of  Agriculture  and  Food  showed 
that  all  of  the  beef  taken  over  by  Shannon  Meats  from  intervention  1598.8658  tonnes  of 
beef  had  been  processed  in  accordance  with  the  regulations  to  give  1762.0416  tonnes  of 
canned  product. 

The  records  were  produced  by  Mr  Sean  Hartnett,  Manager  of  the  Cannery,  to  Mr  Joe 
Mangan  the  Veterinary  Inspector  who  signed  the  Certificate  of  Processing,  the  particulars 
on  which  had  been  inserted  by  the  company's  employees.  A  copy  of  this  certificate  is 
produced  overleaf  for  the  purpose  of  illustrating  the  detail  contained  therein. 
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AN  ROINN  TALMHAIOCHTA,  ARAS  TALMHAIOCHTA,  BAILE  ATHA  CLIATH 
DEPARTMENT  OF  AGRICULTURE,  AGRICULTURE  HOUSE,  DUBLIN  2. 

TEL  78901 1  Certificate  of  Processing 

TELEX  24280  in  Ireland  of  Frozen  Beef 

REF-  from  Intervention  Stock 


Canned  Intervention  Beef  for  the  People  of  the  USSR  -  Regulation  1582/91 


Sale  Contract  Ref:  REX  M  1 

Removal  Order  No:  3079;  3080 

Name  &  Address  of  Processor  Shannon  Meats 

Rathkeale 

Co  Limerick 

System  of  Processing:  per  Specification  in  Regulation  1582/91 


Details  of  Frozen  Intervention  Beef 

Processed  Product 

Date  of 
Intake 

Cut 

No.  of 
cartons 

Weight 
Kgs 

Date  of 
Canning 

Trade 

Description 

Weight 
Kgs. 

Beef 
Content 

Salt 

Content 

10-7-91 

Fqs 

1454 

39,985-0 

15-  7-91 

16-  7-91 

Stewed 
Steak 

Sub  total 

Less  other 
R.O.  Nos 

19996.2 
28717.2 

48713.4 

(4729.9) 

Beef 
80.0% 

Salt 
1.5% 

Water 
18.5% 

TOTAL 

1454 

39,985-0 

43983.5 

I  certify  that  the  details  are  correct  and  that  the  beef  as  above  has  been  transferred  to 
Shannon  Transport  and  Warehouse,  Ballysimon  Road,  Limerick. 

Signed:         J.  Mangan  VI       IRELAND  JM  354  EEC  (stamped) 


Date: 


2/8/91 
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Mr  Mangan  accepted,  without  investigation,  the  accuracy  of  these  details. 

At  a  later  date,  the  Certificate  required  to  be  signed  by  Mr  Mangan  was  enlarged  to 
provide  as  follows: — 

"I  certify  that  the  details  are  correct  and  that  I  am  satisfied  in  line  with  my  report 
that  all  the  beef  submitted  for  canning  has  been  canned  in  accordance  with  the  speci- 
fications in  Annex  1  and  that  the  beef  as  delivered  to  the  designated  organisation 
fully  corresponds  to  the  beef  taken  over." 

This  form  of  certificate  was  first  used  on  the  14th  day  of  August  1991. 

The  report  referred  to  therein  consisted  of  the  following  statement  signed  by  Mr  Mangan: 

"I  certify  that  the  contents  of  Contract  No.  Rexm  |,  quantity  100  tonnes  was  taken  in 
at  the  above  premises  and  was  processed  and  exported  under  Department  of  Agricul- 
ture supervision." 

All  Certificates  of  Processing  signed  by  Mr  Mangan  from  the  14th  day  of  August  1991 
were  accompanied  by  a  similar  report. 

While  Mr  Mangan  gave  evidence  that  Mr  Hartnett  had  made  a  number  of  complaints  to 
him  about  the  quality  of  the  intervention  beef  supplied  for  the  purpose  of  the  contract, 
particularly  the  amount  of  fat  contained  in  the  cartons,  there  had  been  no  rejection  of  the 
meat  supplied. 

Mr  Hartnett  and  Mr  M  Doherty,  when  called  before  the  Tribunal  and  afforded  an  oppor- 
tunity of  explaining  these  matters,  refused  to  answer  any  question  claiming  the  privilege 
of  refusing  to  answer  on  the  grounds  of  self  incrimination. 

Mr  Laurence  Goodman,  Mr  Gerry  Thornton  and  Mr  David  Murphy  again  stated  that  they 
were  unaware  of  any  such  practices  being  carried  out  at  the  cannery  and  that  such  activities 
did  not  appear  from  the  records  in  respect  thereof  sent  by  the  factory  to  headquarters  at 
Ravensdale. 

It  is  clear  from  the  uncontradicted  evidence  given  before  the  Tribunal  that  there  was  a 
deliberate  policy  on  the  part  of  the  management  of  Shannon  Meats: 

(i)  Not  to  comply  with  the  known  specifications  of  the  Regulations  598/91  and 
1582/91. 

(ii)  Not  to  comply  with  their  undertaking  to  produce  the  highest  quantity  of  eligible 
meat  to  be  canned  and  to  can  the  beef  in  accordance  with  the  conditions  and 
specifications  of  the  regulations. 

(iii)  To  include  frozen  hearts,  fresh  hearts  and  fresh  meat  obtained  by  deboning  cattle 
of  inferior  quality  in  the  mix  of  meat  going  into  cans  in  breach  of  the  said  regula- 
tions which  provided  that  the  meat  supplied  from  intervention,  free  of  charge, 
only  would  be  used. 
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(iv)  To  misappropriate  and  use  for  commercial  purposes  the  intervention  beef  sup- 
plied to  the  factory  for  the  purpose  of  providing  canned  beef  to  the  Soviet  Union 
not  so  used. 

A  total  of  10,725  cartons  of  beef  so  supplied  is  unaccounted  for. 

Article  9  of  EEC  Regulation  1582/91  provided  that: 

(1)  Intervention  Agencies  shall  be  responsible  for  the  supervision  of  all  movements 
and  operations  related  to  the  beef  concerned  until  the  time  where  the  canned 
beef  is  taken  over  by  the  designated  organisation  indicated  in  the  takeover  certi- 
ficate laid  down  in  Annex  11. 

(2)  Supervision  must  include: 

(a)  permanent  physical  control  to  verify  that  all  the  meat  taken  over  from  interven- 
tion stores  and  trimmed  to  the  necessary  extent  is  used  for  the  manufacture 
of  canned  beef  in  accordance  with  the  specifications  laid  down  in  Annex  1. 

(b)  when  actual  delivery  takes  place,  physical  control  to  verify  that  the  canned 
beef  produced  and  stored  fully  corresponds  with  the  canned  beef  to  be 
delivered. 

(3)  In  respect  of  each  delivery  contract  a  report  shall  be  made  stating  the  findings  of 
the  supervision  referred  to  in  paragraph  1.  Where  those  findings  are  considered 
as  satisfactory  by  the  official  responsible  he  shall  issue  the  appropriate  certifica- 
tion to  the  successful  tenderer. 

By  notice  of  these  regulations  the  Department  of  Agriculture  &  Food  was: 

(1)  responsible  for  the  supervision  of  all  movements  of  the  beef, 

(2)  responsible  for  the  supervision  of  all  operations  relating  to  the  beef,  and, 

 (3)  obliged  to  maintain  permanent  physical  control  to  verify  that  all  meat  taken  over 

from  intervention  stores, 

(i)  was  trimmed  to  the  necessary  extent,  and 

(ii)  used  for  the  manufacture  of  canned  meat  in  accordance  with  the  speci- 
fications. 

In  respect  of  each  delivery  contract  a  report  was  required  to  be  produced  stating  the 
findings  of  the  supervisor  and  only  when  such  findings  are  considered  as  satisfactory  by 
the  official  responsible  was  he  entitled  to  issue  the  appropriate  certification. 

The  Tribunal  is  satisfied  from  the  evidence  that  the  employees  of  the  Department  of 
Agriculture  adequately  supervised  the  delivery  of  the  beef  to  the  cold  store  but  failed  to 
exercise  adequate  control  of  the  movements  of  the  beef  within  the  plant. 

The  evidence  clearly  established  that  any  supervision  carried  out  was  merely  by  way  of 
spot  checks.  This  was  because  of  the  inadequacy  of  the  number  of  staff  and  the  other 
duties  which  they  were  required  to  perform. 
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The  Department  of  Agriculture  and  Food  did  not  provide  an  adequate  number  of  staff  to 
enable  them  to  fulfil  the  responsibilities  imposed  on  them  by  the  EEC  regulations. 

There  was  no  permanent  physical  presence  to  supervise  the  transfer  of  meat  to  the  can- 
nery, to  supervise  and  be  in  a  position  to  verify  that  all  the  meat  taken  over  was  used  for 
the  manufacture  of  canned  meat. 

It  is  obvious  that  if  such  presence  was  there  as  required  and  effectively  exercised  that  the 
irregularities  disclosed  in  this  Report  could  not  have  occurred. 

The  failure  to  provide  such  supervision  meant  that  there  was  no  official  available  to  make 
a  report  stating  the  findings  of  such  supervision  to  the  official  responsible  for  issuing  the 
appropriate  certificate  as  required  by  the  Regulations  (Article  9  (3)  )  and  this  fact  was 
well  known  in  the  Department  of  Agriculture  and  Food. 

The  processing  certificates  used  by  Mr  Mangan  were  designed  by  Ms  Ni  Dhuinn  of  the 
Department  of  Agriculture  &  Food  and  the  wording  of  the  Certificate  at  the  bottom  was 
agreed  between  Mr  Mangan  and  Ms  Ni  Dhuinn.  The  alteration  of  the  wording  of  the 
Certificate  between  the  2nd  and  14th  August  1991  was  obviously  designed  to  show  compli- 
ance with  the  requirement  of  Article  9  (3). 

No  report  was  made  to  Mr  Mangan  by  any  official  supervising  the  canning  process. 

The  report  or  certificate  accompanying  the  appropriate  certification  was  prepared  for  Mr 
Mangan's  signature  by  Mr  Hartnett  or  another  employee  of  the  company  but  not  by  any 
official  of  the  Department  of  Agriculture. 

In  all  these  matters  the  Department  of  Agriculture  &  Food  as  the  Intervention  Agency, 
was  in  clear  breach  of  the  obligations  imposed  on  it  by  the  aforesaid  regulations  and 
their  failure  to  fulfil  these  obligations  resulted  in  the  misappropriation  by  the  company  of 
intervention  beef  supplied  free  of  charge  and  intended  to  be  used  in  the  canning  operation 
and  the  use  of  hearts  and  substituted  meat  for  such  purpose  is  in  clear  breach  of  the 
regulations  and  specifications. 

There  is  no  evidence  to  suggest  that  the  AIBP  Management  at  Ravensdale  were  aware  of 
the  fraudulent  activities  being  carried  out  by  the  management  of  the  Plant  at  Rathkeale 
with  regard  to  the  misappropriation  from  the  boning  hall  of  beef  intended  to  be  placed  in 
public  storage  and  the  misappropriation  of  intervention  beef  supplied  free  of  charge  to 
the  Cannery  for  inclusion  in  the  Russian  contract  and  the  records  furnished  weekly  to 
AIBP  management  at  Ravensdale  did  not  disclose  such  misappropriation. 
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Intervention 
Doherty  Meats 
(AIBP)  Carrigans 


This  plant  was  taken  over  by  AIBP  in  June  1989.  Subsequent  to  the  takeover,  APS  and 
Intervention  boning  took  place  in  the  plant  in  October,  November  and  December  1989. 

After  this  period  the  plant  was  closed  and  remained  closed  until  September  1990.  In 
September  1990  it  was  opened  for  boning  of  beef  slaughtered  by  other  plants  but  slaugh- 
tering in  the  Carrigan's  plant  began  in  October  1990. 

Mr  Dermot  Butler  was  the  Veterinary  Inspector  in  charge  in  Doherty  Meats,  Carrigans 
and  had  been  employed  in  that  capacity  by  the  Department  of  Agriculture  &  Food  from 
May  1987. 

Mr  Hugh  MacCloskey  was  the  Supervisory  Agricultural  Officer  with  responsibility  for 
staff  supervision  and  the  implementation  of  the  standard  controls  at  the  EEC  licensed 
slaughter  house/deboning/cold  store  premises. 

He  stated  in  evidence  that  when  deboning  commenced  in  September  1990,  there  was  only 
a  small  amount  of  boning  being  carried  out  and  the  paper  work  in  connection  therewith 
was  completed  reasonably  accurately  and  punctually. 

He  went  on  to  say,  however,  that  during  October,  slaughtering  commenced  and  the  level 
of  boning  increased  and  they  soon  found  that  they  had  great  difficulty  in  having  the 
paperwork  completed  accurately  and  this  led  to  a  huge  backlog  of  intervention  documents 
that  could  not  be  processed  by  the  Agriculture  Office  because  the  paperwork  coming  from 
the  factory  was  being  completed  inaccurately.  This  situation  arose  because  of  the  huge 
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increase  in  the  level  of  deboning  because  of  the  fact  that  slaughtering  had  begun  in 
October  1990. 

During  the  period  from  the  beginning  of  October  to  December  1990,  a  considerable  num- 
ber of  irregularities  were  discovered. 

It  is  quite  clear  that  both  Mr  Butler  and  Mr  McCloskey  were  most  assiduous  in  the  fulfil- 
ment of  their  responsibilities  and  took  particular  care  in  the  execution  of  their  duties. 

The  irregularities  discovered  by  Mr  McCloskey  and  Mr  Butler  occurred  between  the  6th 
October  1990  and  the  6th  December  1990,  were  recorded  and  reports  in  respect  thereof 
were  forwarded  to  the  Department  of  Agriculture. 

Mr  John  Ferris  is  the  Senior  Superintendent  Veterinary  Inspector  and  the  reports  were 
considered  by  him  and  he  considered  that  the  events  referred  to  therein  were  extremely 
suspicious  in  that  it  appeared  that: — 

(1)  Over-weighing  of  bone-in  quarters  brought  in  from  outside  plants  took  place 
when  the  Department  staff  did  not  recheck  or  were  liable  not  to  recheck  all  of 
weights  themselves. 

(2)  Upgraded  carcases  were  finding  their  way  into  the  boning  hall  during  intervention 
deboning. 

(3)  Overweighing  of  Carrigans  own  bone-in  intervention  quarters  onto  the  IB4  as 
shown  by  the  reweighing  of  10  hindquarters  on  the  29th  November  1990. 

(4)  The  possible  creaming  off  of  surplus  intervention  forequarter  beef  as  shown  by 
the  11  cartons  found  in  the  corner  of  the  cold  store  from  the  production  of  the 
8.11.1990. 

(5)  The  possible  replacing  "new  for  old"  intervention  forequarter  beef  with  1989 
APS  forequarter  beef. 

(6)  The  general  careless  manner  in  which  the  paperwork  was  completed  with  numer- 
ous mistakes  all  adds  to  the  confusion  and  makes  cross  checking  more  difficult. 
There  are  numerous  examples  of  incorrect  grades  and  wrong  weights  being 
recorded. 

In  all  the  incidents,  explanations  were  presented  by  management  staff,  namely  that  the 
errors  occurred  because  of  the  huge  volume  of  work  being  carried  out,  the  inexperience 
of  the  staff  and  operatives,  who  were  not  fully  conversant  with  the  procedures,  the  inclu- 
sion of  non-intervention  grade  carcases  was  due  to  inexperience  of  the  operatives,  the  use 
of  boxes  with  wrong  dates  in  respect  of  packaging  and  so  on. 

Many  of  the  irregularities  were  dealt  with  at  "floor  level"  and  suitable  penalties  imposed. 

Mr  Ferris  stated  in  evidence  that  he  was  satisfied  that  all  these  incidents  were  properly 
investigated  by  Mr  Butler  and  Mr  McCloskey  went  on  to  say  that: — 

"The  big  difficulty  here  was  the  fact  that  the  paperwork  was  —  particularly  in  relation 
to  the  product  in  cold  store  —  was  way  behind.  Nothing  had  been  made  out  correctly 
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since  the  start  of  intervention  at  the  end  of  September  and  up  to  my  visit.  The  cold 
store  was  full.  The  company  was  looking  for  payment  and  our  people  couldn't  agree 
to  signing  the  documentation  because  they  weren't  in  a  position  to  check  the  contents 
of  the  cold  store.  In  fact,  when  I  got  there  myself,  I  couldn't  even  gain  entry  past  the 
door.  So  eventually  management  agreed  that  there  would  be  something  done.  I  met 
a  Mr  Finbar  McDonald  and  it  all  started  to  fall  into  place  within  the  succeeding  weeks 
and  I  told  them  that  day  we  would  be  taking  the  intervention  store  and  delisting  it 
for  storage  of  intervention,  which  we  subsequently  did,  and  that  unless  the  full  inter- 
vention operation  was  tidied  up  very  quickly  in  regard  to  all  of  these  type  of  incidents 
taking  place,  that  we  would  be  considering  and  I  would  be  recommending  they  would 
be  delisted.  So  within  the  next  week,  or  after  a  week,  the  whole  thing  started  to  come 
together  very  quickly." 

Having  considered  all  the  reports  and  the  explanations  given  by  management,  Mr  Ferris 
stated  that: — 

"The  conclusions  that  I  drew  were  that  there  was  a  lot  of  various  things  happening 
that  shouldn't  be  happening.  Insofar  as  there  seemed  to  be  upgraded  carcases  and  on 
occasions  they  would  be  finding  their  way  into  intervention,  and  also  there  seemed 
to  be  differences  in  weighing  and  there  was  bad  paper  work  and  the  explanations 
couldn't  be  given  for  intervention  boxes  and  the  eleven  boxes  that  were  missing  and 
all  this  took  a  long  time  to  come  forward.  So  we  had  to  move  fairly  quickly  on  this 
whole  issue,  once  it  was  reported  to  us  in  Agriculture  House  and  at  the  same  day  I 
arrived  in  Carrigans,  I  had  also  arranged  that  a  team  would  be  sent  to  QK  (Cold 
store)  in  Naas  to  take  out  7  containers  and  that  was  done.  They  took  out  7  containers 
to  check  the  carton  numbers  because  the  documentation  that  we  got  in  Carrigans  for 
the  days  productions  that  were  involved  with  those  7  containters  showed  that  we  were 
50  or  52  cartons  short.  In  fact  when  we  did  a  complete  check  down,  we  got  71  too 
many  or  something  like  that." 

In  reply  to  Counsel  on  behalf  of  the  Goodman  Group,  he  stated  that  "there  was  nothing 

but  bad  housekeeping  problems,  serious  housekeeping  problems  but  nothing  worse  than 
that„ 


When  a  check  was  done  about  mid- January,  the  cold  store  records  were  found  to  agree 
with  the  Department  of  Agriculture  records. 

Mr  Kenneth  Robinson  the  Manager  of  the  plant  stated  that  most  of  the  incidents  occurred 
in  the  early  months  after  the  reopening  of  the  plant  during  which  they  were  training  people 
in  key  practices  and  accepted  that  errors  were  made  for  which  the  plant  was  penalised. 

]Mr  Butler  gave  evidence  with  regard  to  an  investigation  carried  out  by  him  into  the  debon- 
ing  carried  out  on  the  11th  day  of  April  1991  which  led  him  to  the  belief  that  18  sides  of 
beef  were  wrongfully  recorded  in  the  IB4s  of  that  date.  He  stated  that  he  had  checked 
the  carcases  in  the  chill  room  on  the  previous  evening,  had  recorded  the  carcase  numbers 
and  on  subsequently  checking  the  carcase  numbers  on  the  IB4s  for  the  deboning  on  the 
15th  April  1991  discovered  that  they  included  numbers  of  carcases  not  seen  by  him  in  the 
chill  on  the  previous  evening. 
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He  suspected  that  these  carcase  numbers  were  the  carcase  numbers  of  sides  which  had 
been  exported  the  previous  day. 

This  allegation  is  disputed  by  management  and  the  Tribunal  considers  the  evidence  on 
this  incident  to  be  inconclusive. 


CHAPTER  TWENTY-THREE 


Intervention 


Waterford 


The  manner  in  which  the  Intervention  system  operates  has  hopefully  been  adequately 
explained  in  the  previous  chapters  of  this  Report. 

The  manner  in  which  it  can  be  and  was  manipulated  to  the  advantage  of  the  processor 
can  best  be  illustrated  by  the  evidence  of  Miss  Fionnuala  Fenton  who  was  employed  by 
AIBP  as  a  clerk  in  the  office  of  the  accountant  at  the  premises  of  AIBP  in  Waterford, 
and  from  September  1986  was  the  clerk  who  dealt  with  the  assembly  of  the  documentation 
required  to  be  prepared  by  the  company's  operators  for  submission  in  the  first  instance 
to  the  Agricultural  Office  in  the  plant,  and  then  for  transfer  by  them  to  Head  Office  of 
the  Department  of  Agriculture. 

This  documentation  included  the  IB4  forms,  which  record  the  weight  of  the  sides  of  beef 
weighed  in  for  intervention  purposes  and  the  IB7  forms  which  contain  particulars  of  the 
beef  to  be  placed  in  storage. 

A  comparison  of  the  particulars  shown  on  each  of  these  two  forms  provides  the  basis  for 
the  determination  of  the  yield  actually  achieved  in  the  deboning  process. 

It  is  essential  to  the  operation  of  the  Intervention  system  that  the  particulars  shown  on 
these  forms  be  accurate  as  it  is  on  the  basis  of  the  particulars  contained  in  these  forms 
that  payment  in  respect  of  the  beef  taken  into  intervention  is  made  and  the  fees  paid  by 
the  Department  in  respect  of  the  deboning  contract  are  determined. 

The  original  of  the  IB4  should  be  taken  by  the  Agricultural  Officer  and  a  copy  retained 
by  the  factory  operative.  Miss  Fenton 's  evidence  was  that: 

(i)  From  day  one  she  was  instructed  that  the  target  yield  was  68.5%. 
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(ii)  In  March  1987  she  was  instructed  by  Mr  McGuinness  that  she  was  to  contact  him 
if  the  yield  was  not  being  achieved. 

(iii)  Between  March  1987  until  Mr  McGuinness  left  in  October  1987  she  participated 
in  the  alteration  of  the  IB4  forms  in  order  to  ensure  that  the  target  yield  of  68.5% 
or  an  approximation  thereof  was  achieved. 

(iv)  This  yield  was  achieved  by  altering  the  weights  shown  in  the  IB4  forms. 

(v)  These  IB4  forms  had  not  been  taken  into  the  possession  of  the  Agricultural  Office 
on  completion  but  delivered  to  Miss  Fenton's  office  and  retained  by  her  until  the 
corresponding  IB7  forms  were  delivered  to  her. 

(vi)  She  then  calculated  the  yield  which  had  been  obtained. 

(vii)  If  the  yield  was  in  excess  of  68.5%  she  calculated  the  additional  weight  that  would 
have  to  be  added  to  the  weights  shown  on  the  IB4  forms  to  achieve  the  desired 
yield. 

(viii)  If  the  yield  achieved  was  below  68%,  she  calculated  the  weight  which  would  have 
to  be  deducted  from  the  weights  shown  on  the  IB4  form  so  that  a  yield  of  68% 
would  be  shown. 

(ix)  When  she  had  calculated  the  adjustments  that  needed  to  be  made  in  the  IB4 
forms,  she  would  contact  the  factory  operative  who  had  completed  the  IB4  forms, 
usually  Mr  Ken  Brennan,  who  would  come  to  her  office,  where  she  had  blank  IB4 
forms. 

(x)  In  her  office,  Mr  Brennan  would  re-write  the  IB4  forms  in  accordance  with  her 
directions  to  show  the  appropriate  weights.  She  never  discussed  the  reason  for  the 
alterations  with  Mr  Brennan  but  gave  him  instructions  as  to  what  weights  should 
be  altered. 

(xi)  When  Mr  Brennan  had  completed  the  re-writing  of  the  IB4  forms,  certain  further 
adjustments  had  to  be  made. 

(xii)  The  IB4  forms  contained  circles  and  initials  placed  by  Agricultural  Officers  on 
the  original  IB4  forms  indicating  the  carcases  check  weighed  by  them  and  these 
had  to  be  reproduced  on  the  newly  written  IB4s. 

(xiii)  Miss  Fenton  reproduced  these  markings  by  photocopying  the  originals  and  tracing 
these  markings  into  the  re-written  IB4s. 

(xiv)  The  re-written  IB4  forms  would  then  be  given  to  the  Agricultural  Officers, 
together  with  the  IB7  forms. 

The  documents  so  presented  were  on  their  face  in  order  and  no  examination  thereof 
would  disclose  the  irregularities  outlined  above,  their  nature  or  extent. 

The  system  as  outlined  above  showed  a  deliberate  policy  on  the  part  of  employees  of 
AIBP  to  conceal  from  the  Department  of  Agriculture,  as  the  intervention  authority  the 
yield  being  achieved  as  a  result  of  deboning  of  intervention  beef,  to  alter  upwards  the 
weights  of  the  beef  actually  weighed  in  and  secure  payment  in  respect  of  the  increased 
quantity  to  which  they  were  not  entitled,  and  where  necessary  to  reduce  the  weights  to 
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show  the  yield  which  would  entitle  them  to  maximum  payment  in  respect  of  charges  for 
deboning  and  amounted  to  a  deliberate  fraud  on  the  Intervention  authority. 

In  her  evidence,  Miss  Fenton  stated  that: 

"(i)  this  practice  was  introduced  by  Mr  Patrick  McGuinness; 

(ii)  that  in  implementing  it  she  was  following  his  instructions; 

(iii)  at  the  beginning  he  did  the  calculations  and  instructed  Mr  Ken  Brennan  as  to  the 
alterations  to  be  made; 

(iv)  as  she  became  more  efficient  she  did  it  on  her  own  initiative,  and 

(v)  when  Mr  McGuinness  was  transferred  from  the  factory  in  October  1987,  the  prac- 
tice was  terminated  on  the  instructions  of  his  replacement  Nick  O'Connor." 

Mr  Patrick  McGuinness  denied  that  he  introduced  this  practice  and  his  evidence  in  this 
regard  will  be  considered  later  in  this  Report. 

Mr  Ken  Brennan  was  the  factory  operative  responsible  for  weighing  in  the  quarters  of 
beef  into  the  boning  hall  during  the  relevant  period. 

He  stated  in  evidence  that: — 

(i)  he  was  employed  in  the  AIBP  factory  in  Waterford  in  1987  as  a  general  worker 
in  charge  of  weighing  the  beef  into  the  boning  hall; 

(ii)  as  he  weighed  in  the  beef  into  the  boning  hall  his  duties  included  completing  IB4 
forms; 

(iii)  he  was  instructed  as  to  his  duties  in  regard  thereto  by  Mr  Sean  Robinson,  who 
was  the  manager  of  the  boning  hall; 

(iv)  he  was  instructed  by  him  to  add  two  kilos  to  the  actual  weight  of  each  quarter 
weighed  if  he  could  do  so  in  the  absence  of  the  Agricultural  office  in  charge  of 
the  boning  hall; 

(v)  he  did  so  whenever  he  got  the  opportunity; 

(vi)  he  was  frequently  asked  by  the  supervising  manager  if  he  was  adding  the  weights; 

(vii)  if  he  was  unable  to  add  on  weights  due  to  the  presence  of  the  Agricultural  Officer, 
he  so  informed  the  Supervisor  who  would  come  back  later  and  take  the  IB4  forms 
to  the  office  to  be  re-written; 

(viii)  when  this  occurred  he  would  go  to  the  office  and  re-write  the  forms; 

(ix)  when  he  was  doing  this  Mr  Robinson  was  present  on  a  few  occasions; 

(x)  when  he  was  doing  this,  Miss  Fenton  was  always  present  and  the  door  of  the  office 
was  locked; 

(xi)  when  the  Agricultural  Officer  was  present  at  the  weigh-in  he  would  initial  the 
weights  and  circle  the  number  of  the  relevant  carcase; 

(xii)  when  Mr  Robinson  was  replaced  by  Mr  Salmon  as  the  manager  in  charge  of  the 
boning  hall  he  was  frequently  asked  by  Mr  Salmon  if  he  was  upping  the  weights 
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and  if  he  replied  no,  Mr  Salmon  would  arrange  for  him  to  go  to  the  office  and  re- 
write them  with  Miss  Fenton; 

(xiii)  Mr  Gerard  Kelly,  who  had  come  from  Bagenalstown  and  had  responsibilities  in 
the  boning  hall  also  was  aware  of  the  upping  of  the  weights; 

(xiv)  on  only  one  occasion  did  the  factory  manager,  Mr  John  Connolly  ask  him  about 
upping  the  weights; 

(xv)  the  practice  of  increasing  or  upping  the  weights  continued  during  the  entire  period 
he  was  employed  there; 

(xvi)  he  was  supplied  with  books  of  IB4  forms  by  the  Agricultural  Officer; 

(xvii)  completed  IB4s  were  not  immediately  given  to  the  Agricultural  Officer  but 
handed  into  the  office  of  AIBP  or  to  Miss  Fenton; 

(xviii)  having  completed  the  re-writing  of  the  forms,  he  would  crumple  or  dirty  the  re- 
written forms  so  as  to  give  the  impression  that  they  were  the  original  forms; 

(xix)  he  did  not  know  what  became  of  the  original  forms; 

While  Mr  Brennan  mentioned  Messrs  Robinson,  Salmon,  Kelly  and  Connolly  as  being 
aware  of  and/or  concerned  with  the  increasing  of  the  weights  he  never  mentioned  in  the 
course  of  his  evidence  the  name  of  Patrick  McGuinness  or  suggested  that  he  was  in  any 
way  involved  in  giving  him  instructions  with  regardthereto  nor  was  it  ever  suggested  to 
him  in  the  course  of  his  cross-examination  by  Counsel  for  AIBP  that  Mr  McGuinness  was 
so  involved. 

A  number  of  the  original  forms  had  been  produced  and  made  available  to  the  Tribunal 
through  Mr  McGuinness  and  ITV  and  these  had  been  compared  with  the  re-written  forms 
as  submitted  to  the  Department  of  Agriculture. 

The  IB4  forms  produced  by  Mr  McGuinness  were  the  original  ones  written  by  Mr  Brennan 
and  the  corresponding  ones  produced  by  the  Department  of  Agriculture  were  those  re- 
written by  him. 

In  addition,  the  Department  of  Agriculture  &  Food  produced  IB4  forms  submitted  by 
AIBP  from  Waterford  between  the  period  March  1987  and  June  1988. 

Because  of  the  allegations  made  with  regard  to  the  alteration  of  weights  on  and  the  re- 
writing of  some  of  these  forms  and  the  forgery  of  initials  of  Agricultural  Officers  thereon, 
the  Tribunal  considered  it  necessary  to  have  such  documentation  examined  in  detail  by  a 
member  of  the  Garda  Technical  Bureau. 

With  the  consent  of  the  Commissioner  of  the  Garda  Siochana,  the  Tribunal  was  extremely 
fortunate  to  secure  the  services  of  Detective  Sergeant  John  P  Lynch  of  the  Document 
Section  of  the  Garda  Technical  Bureau  who  attended  at  the  Offices  of  the  Tribunal  and 
carried  out  a  detailed,  careful  and  meticulous  examination  of  the  many  documents 
involved,  prepared  reports  thereon  which  were  circulated  to  all  interested  parties  and  gave 
evidence  in  respect  thereof. 
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jn  view  of  the  admissions  made  in  regard  thereto  by  Miss  Fionnuala  Fenton  and  Mr  Ken 
Brennan,  the  Tribunal  does  not  consider  it  necessary  to  detail  his  evidence  in  this  Report 
but  wishes  to  acknowledge  the  contribution  made  by  him  to  the  resolution  of  this  issue 
and  to  express  its  gratitude  to  Det.  Sergeant  Lynch  for  the  many  hours  devoted  by  him 
to  the  examination  of  such  documents. 

Mr  Brennan  was  led  in  detail  through  a  number  of  these  IB4  forms  produced  by  Granada 
and  compared  them  with  the  relevant  corresponding  IB4  forms  submitted  to  the  Depart- 
ment of  Agriculture  &  Food  and  pointed  out  the  difference  between  the  weights  recorded 
on  the  said  documents. 

These  weights  showed  increases  of  between  3  kilos  per  quarter  and  6  kilos  per  quarter. 

He  further  confirmed  that  he  had  examined  all  the  forms  produced  by  Mr  McGuinness 
and  the  Department  of  Agriculture  and  confirmed  that  they  were  written  by  him  apart 
from  the  odd  one  written  by  Joe  Devlin  who  stood  in  for  him  from  time  to  time  at  the 
weighing  in. 

During  the  course  of  his  cross-examination,  Mr  Gleeson,  on  behalf  of  AIBP  pointed  out 
and  established  that  in  17%  of  the  forms,  the  alterations  showed  not  an  increase,  but  a 
deduction. 

This  is  in  accordance  with  the  evidence  given  by  Miss  Fenton  that  the  alteration  of  the 
IB4  forms  frequently  involved  a  reduction  in  the  weights  shown  thereon  in  order  to  show 
the  appropriate  yield. 

Mr  Gleeson  queried  the  illogicality  of  increasing  the  weights  in  the  first  instance  and  then 
subsequently  having  to  reduce  them  and  sought  an  explanation  therefor  from  Mr  Brennan, 
which  he  was  unable  to  give  because,  as  stated  by  him  and  subsequently  by  Miss  Fenton, 
the  alterations  in  weights  were  done  at  the  direction  of  Miss  Fenton,  who  decided  what 
weights  had  to  be  increased  and  what  weights  had  to  be  decreased  depending  on  the  yield 
actually  achieved. 

Irrespective  of  the  apparent  illogicality  of  the  procedure  of  adding  on  weights  on  the  IB4 
form  and  subsequently  re-writing  them,  the  Tribunal  accepts  the  evidence  with  regard 
thereto  of  Mr  Brennan,  whom  the  Tribunal  accepts  as  an  outstandingly  truthful  and  honest 
witness,  that  he  added  where  possible  2  kilos  to  each  side  and  his  evidence  and  that  of 
Miss  Fenton  established  the  rewriting  of  the  IB4  forms  and  the  reasons  therefor  viz  to 
show  the  appropriate  yield  of  68%  to  68.5%. 

The  Tribunal  sees  no  illogicality  in  this  since  it  is  accepted  that  the  largest  yield  obtained 
was  to  be  shown  as  between  68%  and  68.5%.. 

If  the  carcases  are  properly  trimmed  in  accordance  with  the  Intervention  specifications  it 
may  at  times,  depending  on  the  quality  of  the  animal,  be  difficult  or  indeed  impossible  to 
achieve  this  yield. 

In  such  circumstances  that  difficulty  would  be  compounded  if  the  weigh-in  weight  had 
been  increased  beyond  the  achieved  weight. 
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Until  the  IB7  was  produced  and  the  yield  calculated  no  decision  could  be  made  as  to 
whether  the  added-on  weight  could  be  returned  on  the  IB4  form.  If  the  yield  was  below 
68%  adjustment  downwards  would  then  have  to  be  made. 

The  weights  added  on  as  a  result  of  the  re-writing  varying  between  3  kilos  and  6  kilos  per 
side  were  in  addition  to  the  2  kilos  already  added  on  by  Mr  Brennan  at  the  weigh  in  and 
clearly  established  that  yields  considerably  in  excess  of  68%  to  68.5%  were  achieved  in 
many  cases  83%  and  apparently  not  achieved  in  17%  of  the  cases  referred  to. 

Miss  Fenton  stated  that  the  practice  of  re-writing  IB4  forms  ceased  with  the  departure  of 
Mr  McGuinness  in  October  1987. 

While  Mr  Brennan  did  not  deal  specifically  with  this  question  he  did  state  that  the  practice 
of  increasing  the  weights  on  the  IB4s  continued  until  he  left  in  May  1988. 

The  continuance  of  these  practices  cannot  be  established  from  an  examination  of  the 
documentation  submitted  to  the  Department  of  Agriculture  because  the  documents 
appear  to  be  in  order  and  any  irregularity  in  respect  of  weights  shown  on  such  documenta- 
tion can  only  be  established  by  physical  examination  of  the  meat  contained  in  the  boxes 
and  the  weighing  thereof  or  by  evidence  from  the  persons  who  prepared  such  documenta- 
tion unless  an  irregularity  is  discovered  as  a  result  of  the  vigilance  of  the  Agricultural 
Officer  in  charge  of  the  boning  hall  in  the  course  of  his  duties. 

On  the  19th  day  of  February  1988,  Mr  John  Comerford  was  on  duty  in  the  Boning  Hall 
and  Supervising  the  weighing-in  of  beef  into  the  boning  hall.  As  Mr  Ken  Brennan  was 
absent  ill  on  that  day,  the  weighing-in  was  being  performed  on  that  day  by  an  inexperi- 
enced operative  who  included  in  a  single  IB4  form  carcases  of  different  grades  whereas 
the  practice  was  to  record  different  grades  on  different  forms. 

Mr  Comerford  allowed  him  to  continue  with  this  practice  until  the  end  of  the  production 
but  checked  the  weighing  in  of  50%  of  the  sides  and  circled  and  initialled  the  carcases 
check-weighed. 

He  then  informed  the  operative  that  he  should  re-write  the  IB4  forms  and  segregate  the 
different  grades. 

The  operative  later  in  the  day  returned  the  new  IB4  forms  to  Mr  Comerford. 

Mr  Comerford  asked  for  the  original  forms  so  that  he  could  transfer  therefrom  the  record- 
ing of  his  check  of  the  weights. 

When  he  received  the  original  forms  back,  he  checked  the  carcase  number  and  weights 
and  discovered  that  out  of  34  sides  of  beef,  the  weight  of  22  had  been  systematically 
increased  by  3  kilos  per  side. 

Mr  Comerford  reported  the  matter  to  Mr  Michael  Staff,  the  Senior  Agricultural  Officer, 
who  reported  to  Mr  Kiersey,  Veterinary  Inspector. 
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By  way  of  explanation  Mr  Gilbert,  the  Boning  Hall  Manager,  wrote  as  follows: 
"26th  February  1988 

AIBP  WATERFORD  Christendom 

Ferrybank 
Waterford 

Mr  Michael  Staff,  S.A.O. 
Veterinary  Office 
AIBP  Waterford 
Christendom 
Ferrybank 
WATERFORD 

Dear  Michael 

With  reference  to  weight  discrepancies  from  our  Intervention  Production  of  Friday 
19th  February  1988.  I  found  from  my  initial  investigation  that  our  Check  Weighman, 
Mr  Ken  Brennan  was  away  sick  on  the  day  in  question.  The  position  was  therefore 
covered  by  an  inexperienced  employee.  This  inexperience  clearly  demonstrated  by 
the  inaccurate  recording  of  Grades  on  Form  IB4  i.e.  The  'Original'.  On  realising  his 
mistake  he  then  re-recorded  on  new  sheets  and  attempted  to  segregate  the  grades,  in 
doing  so  he  also  transposed  a  number  of  weights  incorrectly. 

This  incident  is  totally  unacceptable  and  I  assure  you  those  involved  have  been 
severely  reprimanded.  Unfortunately,  our  line  management  failed  to  ensure  that  this 
employee  was  fully  briefed  on  the  correct  procedure  and  assure  you  that  in  future 
only  qualified  and  thoroughly  briefed  personnel  will  undertake  such  duties. 

Finally,  please  accept  our  apologies  and  assurance  that  this  type  of  incident  will  not 
re-occur. 

Yours  faithfully, 
WV  Gilbert 

BONING  HALL  MANAGER 

c.c,  J.  Connolly  —  Factory  Manager,  N.  O'Connor  —  Accountant. 


This  irregularity  was  reported  to  Head  Office  and  the  explanation  accepted. 

While  it  is  understandable  to  accept  that  an  inexperienced  operative  would  mix  up  the 
grades  on  the  IB4  form,  which  was  what  attracted  the  attention  of  Mr  Comerford,  different 
considerations  must  apply  to  the  question  of  consistently  increasing  the  weights  on  the 
4B4^fermrcff-22  Sides  by  3  kilos  per  side. 

The  factory  operative,  inexperienced  though  he  may  have  been  must  either  have  known 
at  it  was  the  practice  to  increase  the  weights  or  have  been  instructed  to  do  so  when 
atiorded  the  opportunity  of  re-writing  the  IB4  forms. 
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The  Agricultural  Officer  could  not  have  been  expected  to  know  that  this  was  not  an 
isolated  incident.  Neither  the  Department  of  Agriculture  or  its  representatives  in  the  bon- 
ing hall  or  plant  were  aware  of  the  practice  outlined  by  Mr  Ken  Brennan  and  by  Miss 
Fenton  of  consistently  increasing  weights  on  the  IB4s  when  the  opportunity  presented 
itself  so  to  do,  in  the  absence  of  the  Agricultural  Officer,  and  of  the  re-writing,  when 
necessary  to  show  the  appropriate  yields,  of  the  IB4s. 

The  discovery  of  this  incident  by  Mr  Comerford  on  the  19th  day  of  February  1988  provides 
corroboration  of  the  evidence  of  Mr  Ken  Brennan  that  the  practice  of  increasing  the 
weights  on  the  IB4  forms  continued  during  the  entire  of  the  period  he  was  employed  by 
AIBP  at  their  plant  in  Waterford  and  that  these  practices  did  not  cease  when  Mr  Patrick 
McGuinness  was  transferred  from  the  plant  in  October  1987. 

PATRICK  McGUINNESS 

Mr  Patrick  McGuinness  was  the  accountant  employed  by  AIBP  in  Waterford  during  the 
period  September  1986  to  October  1987.  He  was  employed  by  the  Meat  Division  of  this 
company. 

He  was  a  Chartered  Accountant  who  had  completed  his  articles  in  1984.  Subsequent  to 
this,  he  was  employed  by  the  Goodman  Group  as  an  Accountant  at  the  Newry  plant 
where  he  remained  until  August  1986,  when  he  was  transferred  to  the  Waterford  plant, 
taking  up  duties  there  in  September  1986. 

He  remained  there  until  October  1987  when  he  was  transferred  to  the  Meat  Division  in 
Dundalk  where  he  worked  on  a  number  of  projects  until  he  emigrated  to  Canada  in  June 
1988. 

As  Financial  Accountant  his  responsibilities  involved  the  preparation  of  accounts,  weekly 
and  financial  accounts,  monthly  accounts,  annual  statements,  approval  of  payroll  and  pur- 
chase of  livestock  and  generally  the  administration  of  the  office  in  the  plant  in  Waterford. 

Mr  McGuinness  was  the  main  source  of  much  of  the  information  upon  which  the  ITV 
programme  was  based  and  he  appeared  on  the  programme. 

His  allegations  made  in  that  programme  were  as  set  out  in  Chapter  3  which  dealt  with  the 
content  of  the  ITV  programme  and  included  allegations: 

"(i)  that  the  Intervention  scheme  under  which  subsidies  are  paid  by  the  EEC  was 
abused  by  falsification  of  documents,  by  use  of  bogus  stamps  to  alter  the  classi- 
fication of  animals,  switching  of  meat  going  into  or  in  intervention  storage  and 
the  substitution  therefor  of  inferior  product,  and  falsification  of  weights  shown 
on  cartons  of  beef; 

(ii)  that  the  Export  Refund  subsidy  system  was  abused  by  failing  to  comply  with 
the  contractual  requirements  of  Middle  East  customers,  the  unauthorised  use  of 
Islamic  stamps,  in  the  possession  of  the  company  to  show  compliance  with  this 
requirement,  and  reboxing  of  meat  purchased  from  the  Intervention  Agency  for 
the  purpose  of  misleading  customers; 
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(iii)  Mr  McGuinness  was  a  witness  whose  testimony  the  Tribunal  was  compelled  to 
reject. 

(iv)  he  was  a  sub-class  of  witness,  an  involved  witness  whose  evidence  has  to  be 
treated  with  circumspection  by  the  Tribunal. 

(v)  that  his  evidence  had  to  be  tested  and  evaluated  carefully." 

In  his  submissions  he  outlined  a  number  of  inconsistencies  both  in  his  evidence  and  with 
statements  made  by  him,  allegations  made  and  withdrawn  by  him:  statements  which  were 
obviously  incorrect;  statements  which  showed  a  misunderstanding  of  various  EEC  regula- 
tions and  of  the  workings  of  the  Goodman  Group  of  companies. 

He  then  submitted  that; 

"the  extent  to  which  the  Tribunal  would  base  any  adverse  findings  on  the  evidence 
of  Mr  McGuinness,  that  part  of  the  Report  would  be  based  on  the  evidence  of  an 
unreliable  witness." 

The  question  of  the  reliability  or  otherwise  of  the  evidence  of  any  witness  given  before 
the  Tribunal  is  a  matter  for  the  Tribunal  which  gave  careful  consideration,  as  it  was  bound 
to  do,  to  its  assessment  of  all  the  witnesses. 

The  Tribunal's  duty  is  to  find  the  facts  and  report  thereon  to  Dail  Eireann  by  presentation 
of  the  Report  to  the  Minister  for  Agriculture  and  Food. 

It  is  not  practicable  for  the  Tribunal  to  enclose  within  the  confines  of  this  Report  even  a 
summary  of  all  the  evidence  given  before  it,  including  the  cross-examination  by  Counsel 
representing  the  interests  of  all  the  parties  before  it. 

However  the  evidence  of  Mr  McGuinness  is  of  particular  importance  because  of  the  nature 
of  the  allegations  made  by  him  and  the  probability  that  the  ITV  programme  broadcast  on 
the  11th  of  May  1991  would  not  have  been  made  without  his  assistance  and  the  probability 
that  the  resolution  setting  up  this  Tribunal  would  not  have  been  passed  by  Dail  Eireann 
on  the  24th  day  of  May  1991  were  it  not  for  the  publicity  generated  by  the  said  programme. 

Rather  than  deal  in  detail  with  the  entire  of  Mr  McGuinness'  evidence,  the  Tribunal  will 
in  the  first  instance  deal  with  those  portions  thereof  about  which  there  is  no  controversy 
or  which  has  been  confirmed  and  corroborated  by  independent  evidence  accepted  by  the 
Tribunal.  It  does  so  in  the  interest  of  brevity,  to  avoid  repetition  and  to  provide  a  platform 
for  the  assessment  of  the  contradicted  evidence  of  Mr  McGuinness. 

The  Tribunal  will  deal  with  these  under  the  following  headings: 

0)  1986  A.P.S.  scheme  (Waterford) 

The  facts  in  relation  to  the  over  declarations  of  weight  of  the  beef  stored  in 
pursuance  of  this  scheme  on  the  supporting  documentation  and  the  inclusion  of 
ineligible  meat  in  the  boxes  thereof  are  well  established  and  dealt  with  in  this 
Report  in  the  Chapter  entitled  1986  APS  Scheme  Waterford.  In  respect  thereof 
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the  only  matters  to  be  dealt  with  by  the  Tribunal  relates  to  the  question  of  the 
alleged  "Master  Plan". 

In  this  connection  Mr  McGuinness  had  stated: 

"...  (iii)  that  the  1986  APS  scheme  was  abused  in  the  AIBP  plant  in  Waterford  by 
falsification  of  weights  and  additions  of  poor  quality  meat  and  by  attempting 
to  conceal  the  extent  thereof  by  altering  case  weight  at  Cold  Stores  and 
the  preparation  of  a  master  plan  agreed  between  senior  management  of  the 
Goodman  Group  and  the  Customs  authorities  at  their  Head  Office  in  Dublin 
to  contain  the  damage  to  the  reputation  of  the  Group  because  of  the  explos- 
ive nature  of  the  investigation." 

The  facts  in  relation  to  the  over  declarations  of  weights  of  the  beef  stored  in  pursuance 
of  this  scheme  on  the  supporting  documentation  and  the  inclusion  of  ineligible  meat  in 
the  boxes  thereof  are  well  established  and  dealt  with  in  this  Report  in  the  chapter  entitled 
1986  APS  Scheme  Waterford.  The  Tribunal  has,  in  the  course  of  its  Report  on  the  1986 
APS  Scheme,  dealt  with  and  found  that  there  had  been  an  attempt  by  personnel  employed 
by  the  International  Division  of  AIBP  to  conceal  the  extent  of  the  over  declaration  of 
weights  by  altering,  by  way  of  increase  the  weights  shown  on  some  of  the  cartons  placed 
in  private  storage  in  the  cold  store. 

The  only  matters  to  be  dealt  with  by  the  Tribunal  relates  to  the  question  of  the  alleged 
"Master  Plan"  which  is  alleged  to  have  been  agreed  between  the  top  management  of  the 
Goodman  Group  and  the  Customs  and  Excise  authorities  at  their  head  office  in  Dublin 
the  existence  of  which  plan  having  been  strenuously  denied  by  all  witnesses  other  than 
Mr  McGuinness. 


Mr  McGuinness  stated  in  evidence  that: 

(i)  a  few  weeks  after  the  first  incident  viz  the  incident  on  the  19th  day  of  January, 
1987  when  it  was  suspected  that  the  weights  shown  on  the  cartons  were  altered 
by  employees  of  AIBP  he  was  informed  by  Gerry  Thornton  and  Jim  Fairbairn 
that  meat  was  going  to  be  taken  from  the  Cahir  Plant  to  Waterford. 

(ii)  this  meat  was  to  replace  the  contents  of  some  of  the  APS  boxes  that  were  in  the 
cold  store. 

(iii)  two  small  loads  of  meat  came  from  the  Cahir  plant. 

(iv)  the  drivers  and  personnel  accompanying  these  loads  stopped  at  a  public  house 
on  the  Cahir  Road  slightly  outside  Waterford. 

(v)  he  and  Jim  Fairbairn  met  them  there  and  told  them  to  remain  there  until  the 
cold  store  in  Waterford  was  empty. 

(vi)  he  and  Jim  Fairbairn  returned  to  Waterford  where  he  met  Gerry  Thornton. 

(vii)  Gerry  Thornton  instructed  him  to  go  to  the  cold  store  with  the  meat  and  to  write 
up  the  necessary  documentation. 

(viii)  Gerry  Thornton  then  informed  him  that  he  was  returning  to  Dundalk  as  it 
wouldn't  be  appropriate  for  him  to  be  there. 
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(ix)  he  and  Jim  Fairbairn  returned  to  the  public  house. 

(x)  approximately  ten  people  had  come  from  Cahir,  including  a  member  of  what  he 
described  as  the  A  Team,  Peter  O'Reilly,  David  Dunne,  Larry  Dunne  and  Owen 
Lambe. 

(xi)  they  stayed  in  the  public  house  and  checked  to  make  sure  that  there  were  no 
Customs  officials  present. 

(xii)  when  they  were  informed  that  the  coast  was  clear,  they  got  into  their  cars,  trav- 
elled to  the  cold  store  and  were  admitted  by  the  cold  store  supervisor. 

(xiii)  the  cold  store  employees  had  set  up  a  series  of  tables  to  assist  in  the  re-boxing. 

(xiv)  there  were  two  fork  lift  operators,  employees  of  the  cold  store,  for  the  purpose 
of  removing  the  pallets  from  the  cold  store,  place  them  at  the  tables  and  then 
return  the  pallets  to  the  cold  store  in  the  same  position  from  which  they  were 
removed. 

(xv)  when  the  pallets  of  cartons  of  meat  were  removed  from  the  cold  store  a  number 
of  cartons  or  boxes  were  removed  from  the  pallet,  the  cartons  opened,  the  meat 
taken  out  and  replaced  by  meat  taken  from  the  cartons  brought  from  Cahir,  the 
cartons  resealed  and  the  two  strappings  put  over  the  box. 

(xvi)  this  carton  was  then  replaced  in  the  exact  same  position  it  had  held  in  the  pallet. 

(xvii)  this  procedure  was  followed  in  respect  of  all  the  cartons  which  were  changed. 

(xviii)  He  (McGuinness)  was  in  the  room  recording  all  the  details  in  respect  of  the 
cartons  changed  and  their  location. 

(xix)  Mr  Fairbairn  had  indicated  the  type  of  information  he  would  need  to  be  recorded 
on  the  document  and  Mr  McGuinness  prepared  such  documentation  and 
recorded  the  information. 

This  documentation  is  recorded  in  the  document,  a  copy  of  which  was  produced  by  Mr 
McGuinness,  and  which  is  known  as  "The  Master  Plan". 
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A  copy  is  printed  hereunder. 
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Mr  McGuinness  stated  that: — 

(a)  He  gave  the  original  of  this  document  to  Mr  Fairbairn  and  photocopies  thereof 
to  the  cold  store  supervisor,  to  Gerry  Thornton  and  to  John  Connolly,  the  Plant 
Manager  at  Waterford. 

(b)  The  purpose  of  preparing  this  plan  was  to  provide  a  good  sample  of  meat  which 
could  be  checked  by  the  Customs'  officials  and  which  would  be  indicated  to  them 
as  suitable  for  thawing  out  and  if  this  was  successful,  would  indicate  that  the  APS 
regulations  had  been  complied  with. 

The  effect  of  this  evidence  of  Mr  McGuinness  is  that  Mr  Fairbairn,  either  on  his  own  or 
in  conjunction  with  Mr  Gerry  Thornton,  decided  to  attempt  to  deceive  the  Customs'  offi- 
cials who  were  carrying  out  a  detailed  investigation  into  the  operation  of  the  1986  APS 
contract  in  the  AIBP  Waterford  plant,  where  it  had  been  established  that  there  was  an 
over-declaration  of  weights  on  the  cartons  of  meat  stored  under  the  scheme  and  it  was 
suspected  that  the  cartons  of  meat  so  stored  or  a  substantial  portion  thereof  including 
trimmings  which  were  not  eligible  for  APS,  by  substituting  a  number  of  cartons  of  meat 
obtained  from  the  AIBP  Cahir  plant  for  cartons  which  had  been  placed  in  storage  by 
AIBP  Waterford  and  by  hoping  or  intending  to  persuade  or  direct  the  Customs  &  Excise 
officials  to  an  examination  of  these  boxes. 

The  original  allegation  made  and  presented  on  the  ITV  programme  was  that  this  plan  had 
been  agreed  between  top  management  of  the  Goodman  Group  and  top  officials  in  the 
office  of  Customs  &  Excise  in  Dublin  but  the  evidence  clearly  established  that  there  was 
no  such  agreement  and  Mr  McGuinness  withdrew  that  portion  of  the  allegation  but 
insisted  that  the  plan  was  conceived,  was  implemented  to  the  extent  described  by  him, 
namely,  the  substitution  of  meat  obtained  from  Cahir  for  meat  contained  in  the  cartons 
which  had  been  stored  and  that  he  was  not  aware  of  what  transpired  subsequent  to  this 
action. 
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All  of  the  persons  alleged  by  Mr  McGuinness  to  have  been  involved  in  this  operation  and 
plan  have  strenuously  denied  such  involvement  and  denied  that  they  were  in  any  way 
party  thereto  or  involved  in  any  discussions  with  Mr  McGuinness  about  such  a  plan. 

Mr  Fairbairn  stated  in  evidence  that  he  first  became  aware  of  the  problem  at  the  AIBP 
plant  in  Waterford  after  the  Christmas  break  at  the  end  of  December  86  or  the  early 
portion  of  January  1987. 

He  had  a  discussion  with  Gerry  Thornton  who  informed  him  of  the  problem  with  regard 
to  the  discrepancy  in  the  weights  declared  on  the  cartons  but  stated  that  there  was  no 
discussion  about  trimmings. 

As  the  meat  stored  under  the  APS  scheme  was  under  the  control  of  the  International 
Division  he  travelled  to  Waterford  to  deal  with  the  problem. 

He  stated  that  he  did  not  discuss  with  Mr  McGuinness  the  question  of  the  substitution  of 
cartons  or  the  bringing  of  cartons  of  meat  from  Cahir. 

He  stated  that  he  had  no  discussion  at  all  with  Mr  McGuinness  during  this  period  as  Mr 
McGuinness  was  employed  by  the  Meat  Division  and  had  "no  brief  at  all  with  our  activity 
in  the  International  Division". 

He  stated  that  he  had  no  discussion,  good,  bad  or  indifferent  with  Mr  McGuinness  about 
the  plan  or  any  aspect  of  it. 

Mr  Thornton  was  equally  vehement  in  his  denial  of  any  involvement  in  the  alleged  plan. 

He  stated  that  he  did  not  instruct  Mr  McGuinness  to  prepare  a  Master  Plan  and  went  on 
to  say  that  he  would  not  have  the  knowledge  of  the  essential  elements  that  would  have 
been  necessary  to  complete  such  a  plan,  that  he  had  only  been  in  Waterford  by  helicopter 
on  one  day  during  this  period,  namely  the  3rd  day  of  February  1987  in  the  company  of 
Israeli  clients  with  whom  he  spent  most  of  the  day. 

He  stated  that  from  inquiries  made  by  him  that  no  meat  had  been  transferred  from  Cahir, 
and  that  he  was  not  aware  of  any  agreement  or  attempt  to  conclude  an  agreement  with 
anybody  at  Head  Office  with  regard  to  this  plan. 

Mr  Michael  Mullowney  was  the   Operations  Manager  at  the  Waterford  Cold 
store/ Autozero,  situated  at  Ferrybank  in  Waterford. 

He  outlined  to  the  Tribunal  the  nature  of  the  cold  store  which  consisted  of  a  6  acre  site, 
17,500  feet  of  space,  divided  into  11  cold  rooms,  and  that  in  the  centre  there  was  an  area 
for  distributing  between  the  cold  rooms. 

He  described  the  manner  in  which  beef  was  stacked  in  the  cold  rooms,  that  there  was  a 
central  aisle  in  each  cold  room  and  that  the  beef  was  stored  on  either  side  of  the  aisle  in 
rows,  being  stacked  on  steel  pallets  that  are  48"  x  40"  pallets. 


^  described  the  special  trucks  available  for  moving  pallets  which  are  what  he  described 
"reach  trucks",  usually  with  tilting  forks. 
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For  the  purpose  of  identifying  product,  tags  were  placed  on  pallets  and  a  room  plan  kept 
of  where  the  product  is  stored  and  that  this  room  plan  is  necessary  before  a  customer 
product  can  be  located. 

Dealing  with  the  security  of  the  premises,  he  stated  that  during  a  working  day,  the  pre- 
mises are  occupied  by  the  management  and  staff  of  Waterford  Cold  store  and  that  at  night 
time  or  outside  working  hours  and  weekends,  a  security  company  is  engaged. 

In  this  way,  the  cold  store  is  protected  24  hours  a  day. 

Entry  to  the  cold  store  outside  ordinary  working  hours  would  not  be  permitted  by  the 
security  men  on  duty  without  prior  authorization  and  that  he,  Mr  Mullowney,  was  the 
person  who  was  authorised  to  give  such  authorization. 

With  regard  to  location  of  product,  he  stated  that  it  was  the  company's  practice  to  "record 
the  product  in"  and  various  information  relating  to  it  like  contract  number,  lot  number, 
serial  number,  quantity,  any  other  information  that  the  customer  required  or  that  the 
regulations  required  would  be  recorded  in  their  stock. 

He  stated  that  if  the  Customs  decided  from  the  documentation  to  examine  a  portion  of  a 
consignment  that  the  cold  store  would  be  able  to  move  the  appropriate  product  out  into 
the  examination  hall. 

With  regard  to  the  evidence  of  Mr  McGuinness  and  the  allegations  with  regard  to  the 
changing  of  meat  in  the  cold  store,  he  stated  that  he  did  not  permit  Mr  McGuinness  or 
any  other  person  into  the  cold  store  at  night,  and  at  no  stage  did  he  approve,  authorise, 
or  become  aware  of  any  person  coming  into  the  premises  at  night  and  carrying  out  the 
operation  as  described  by  Mr  McGuinness  in  his  evidence. 

He  stated  that  for  AIBP's  representatives  or  employees  to  locate  a  specific  product  they 
would  have  to  have  the  assistance  of  the  staff  in  the  cold  store,  but  he  did  say  that  there 
would  be  limited  information  available  to  them  to  enable  them  to  locate  contracts  but 
they  wouldn't  be  able  to  locate  specific  products  within  the  product. 

This  would  appear  to  indicate  that  the  representatives  of  AIBP  would  be  aware  generally 
of  the  location  in  the  cold  store  of  the  beef,  the  subject  of  particular  contracts. 

He  stated  that  he  saw  a  copy  of  the  plan  before  giving  evidence  at  the  Tribunal  and  stated 
that  as  a  "stock  location  instrument  is  virtually  useless". 

Mr  John  Connolly,  the  Manager  of  the  plant  at  Waterford  denied  that  he  was  given  a 
copy  of  the  plan  or  that  he  was  in  any  way  aware  of  an  attempt  to  deceive  the  Customs  & 
Excise  officers. 

The  weight  and  indeed  vehemence  of  such  denials  presented  the  Tribunal  with  very  con- 
siderable difficulty,  in  view  of  the  very  detailed  evidence  of  Mr  McGuinness. 

It  was  because  of  this  difficulty  that  the  Tribunal  decided  to  print  in  detail  in  this  Report 
the  plan  which  showed  the  APS  Contract  Number,  the  Pallet  Number  on  which  the  beef 
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was  stored,  the  number  of  the  Department  of  Agriculture  seal  on  the  relevant  cartons  and 
under  the  heading  "Map",  a  rough  outline  of  the  position  of  each  of  the  boxes  on  the 
pallets. 

The  APS  numbers  and  the  Department  of  Agriculture  seal  numbers  are  correct  and  it  is 
impossible  for  the  Tribunal  to  envisage  any  circumstances,  other  than  those  described  by 
Mr  McGuinness  in  which  this  record  could  have  been  compiled. 

This  record  was  prepared  in  the  cold  store  by  Mr  McGuinness  and  consisted  of  a  record 
of  the  substitution  of  meat  which  had  been  brought  from  Cahir  for  meat  taken  from 
cartons  in  the  cold  store,  the  numbers  of  the  APS  contracts  to  which  they  related,  the 
Veterinary  Seal  number  of  each  box  and  a  rough  map  of  the  position  of  the  boxes  on  the 
pallets. 

The  purpose  of  this  exercise  was  to  attempt  to  deceive  the  Customs  and  Excise  authorities 
by  in  some  way  directing  or  persuading  them  to  examine  these  boxes. 

The  plan  did  not  succeed  nor  is  there  any  evidence  to  suggest  that  it  was  sought  to  be 
implemented.  But  that  does  not  affect  the  fact  that  the  plan  was  conceived,  that  it  was 
sought  to  be  implemented  by  the  substitution  of  meat  in  the  cartons  in  the  cold  store,  that 
the  substituted  cartons  and  their  location  in  the  cold  store,  were  recorded  by  Mr  McGuin- 
ness and  copies  of  the  record  were  given  to  Mr  Fairbairn,  Mr  Thornton,  Mr  Connolly  and 
the  supervisor  of  the  cold  store  as  alleged  by  Mr  McGuinness. 

This  document  was  a  record  of  the  movement  of  cartons  of  meat  from  the  cold  store  and 
the  replacement  of  the  meat  therein  taken  contemporaneously  by  Mr  McGuinness.  Its 
detail  has  contributed  to  the  certainty  that  Mr  McGuinness'  account  of  the  substitution  of 
meat  in  the  cold  store  at  Waterford  is  true  and  accurate  and  his  evidence  in  this  regard  is 
accepted  by  the  Tribunal. 

There  is  another  fact  that  contributed  to  the  certainty  of  the  accuracy  of  Mr  McGuinness' 
evidence. 

He  had  stated  that  Mr  Thornton  was  in  Waterford  at  the  time  but  had  to  return  to 
Dundalk  by  helicopter. 

Mr  Thornton  had  stated  in  evidence  that  the  only  day  during  this  period  that  he  had 
travelled  to  Waterford  by  helicopter  was  the  3/2/1987. 

It  was  on  this  day  that  Mr  O  hOdhrain  of  the  Customs  and  Excise  had  withdrawn  from 
the  cold  store  a  number  of  cartons  of  meat  which  he  proposed  to  thaw  out  and  examine 
the  contents  in  detail. 

This  was  the  first  indication  given  by  Customs  and  Excise  that  they  proposed  to  adopt 
this  course  as  hitherto  they  had  only  been  concerned  with  the  over  declaration  of  weights. 
In  the  course  of  this  statement  and  evidence  Mr  Thornton  stated  that  on  the  3rd  of  Febru- 
ary 1987  they  "were  not  aware  that  the  Customs  and  Excise  officers  intended  to  thaw  out 
the  product"  and  that: 
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"While  we  knew  that  the  Customs  and  Excise  investigation  was  going  to  be  a  full 
investigation,  we  were  not  aware  and  could  not  have  anticipated  that  they  intended 
to  actually  thaw  out  the  product.  They  had  never  done  that  before.  Our  understanding 
at  the  time  was  the  investigation  was  limited  to  a  reconciliation  of  the  actual  weights 
as  against  the  weights  submitted  by  the  employees  of  Daltina". 

While  that  may  have  been  the  understanding  of  AIBP  prior  to  the  3rd  day  of  February, 
1987,  they  must  have  become  aware,  as  a  result  of  the  action  taken  by  Mr  O  hOdhrain  on 
the  3rd  February  in  withdrawing  cartons  from  the  cold  store  for  the  purpose  of  thawing 
out  and  examination,  that  the  investigation  was  no  longer  and  would  not  be  confined  to 
a  "reconciliation  of  the  actual  weights  as  against  the  weights  submitted  by  the  employees 
of  Daltina",  but  was  being  extended  to  the  contents  of  the  boxes. 

It  is  inconceivable  that  the  actions  of  the  Customs  and  Excise  officers  and  the  implications 
thereof  would  not  have  been  discussed  between  Mr  Fairbairn  and  Mr  Thornton  and  some 
action  considered  in  regard  thereto. 

Such  discussion  lead  to  the  formulation  of  the  plan  described  by  Mr  McGuinness.  It  was 
a  plan  of  action  conceived  in  panic  and  subsequently  found  to  be  impractical. 

The  Tribunal  accepts  the  statement,  allowing  for  some  exaggeration,  made  by  Mr  McGuin- 
ness on  the  ITV  programme  that 

"There  was  a  massive  panic  within  the  company  and  a  plan  was  put  forward  as  to 
how  the  damage  should  be  limited." 

but  it  completely  rejects  his  following  statement  that 

"The  plan  was  basically  agreed  between  our  people  and  the  Customs  people  at  their 
Head  Office." 

This  latter  statement  was  without  foundation. 

It  is  true  that  Mr  Larry  Goodman  wrote  to  Mr  Pairceir,  the  Chairman  of  the  Revenue 
Commissioners  but  that  was  not  until  the  18th  March  1987  and  after  he  had  been  to  see 
Mr  O'Mahony,  the  Secretary  of  the  Department  of  Agriculture  ,  on  the  5th  March  1987. 

During  the  course  of  this  meeting  Mr  Goodman  informed  Mr  O'Mahony  of  the  sub- 
contracting arrangements  at  Waterford  and  Ballymun  and  the  problems  with  regard  to 
inflated  weights  and  inclusion  of  trimmings  and  made  it  quite  clear  that  any  monies  found 
due  to  the  Department  of  Agriculture  would  be  paid. 

He  was  obviously  more  concerned  about  possible  damage  to  the  reputation  of  his  com- 
panies and  asked  that  he  should  be  given  an  opportunity  to  meet  officials  to  see  whether 
damage  to  his  company  abroad  could  be  prevented. 

He  was  informed  by  Mr  O'Mahony  that  the  Department  of  Agriculture  was  awaiting  a 
report  on  the  matter  from  the  Customs  and  Excise  authorities. 
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On  the  18th  March  1987  Mr  Goodman  wrote  to  Mr  Pairceir  as  follows: — 
"Dear  Mr  Pairceir 

On  the  advice  of  CAP  Division,  and  in  the  absence  of  Mr  Sanfey  and  Mr  Curran, 
and  based  on  the  urgency  and  delicate  nature  of  the  matter,  I  have  taken  the  liberty 
of  writing  to  you  to  request  a  meeting  to  discuss  a  major  problem  that  has  arisen  in 
respect  of  Export  Refunds  under  Reg.  EEC  2730/79. 

At  the  meeting  we  would  like  to  discuss  possible  solutions  to  the  problem,  and  to 
explain  the  circumstances  under  which  it  arose.  The  report  of  the  customs  investi- 
gation is  with  CAP  Division. 

An  early  resolution  is  imperative  as  the  beef  involved  is  urgently  required  to  fill 
contracts  including  the  Egyptian  Government  Protocol  Contract.  Also,  apart  from 
the  potentially  serious  financial  implication  for  our  company,  untold  damage  will  be 
done  long  term  to  the  good  name  and  business  relationships  enjoyed  by  us  with 
retailers  and  the  major  supermarkets  of  Europe. 

Due  to  the  delicate  and  most  urgent  nature  of  the  matter  we  would  respectfully 
request  a  meeting  at  11.00  a.m.  on  Thursday,  19th  March.  We  will  contact  your  office 
to  confirm  this  time  or  any  time  more  convenient  to  you  on  that  day. 

Yours  sincerely 

LAURENCE  J  GOODMAN 
Chairman  &  Chief  Executive." 

As  a  result  of  this  letter  a  meeting  was  held  on  the  20/3/1987  in  the  office  of  Mr  Pairceir, 
the  Chairman  of  the  Revenue  Commissioners,  at  which  were  present  Messrs  Goodman, 
Fairbairn  and  Thornton  (representing  AIBP)  and  Mr  Pairceir,  Mr  J  Hallissey  and  Mr  C 
Healy  of  the  Revenue  Commissioners. 

This  was  not  in  any  way  a  meeting  designed  to  curtail  the  investigations  of  the  Revenue 
Commissioners  but  to  discuss  ways  in  which  they  could  be  expedited  because  at  that  time 
the  beef  was  required  for  fulfilment  of  contracts  and  the  Tribunal  is  satisfied  that  there  is 
no  basis  for  the  statement  that  there  was  ever  any  discussion  with  the  Customs  and  Excise 
authorities  with  regard  to  the  limitation  of  their  investigation  or  agreement  in  regard 
thereto. 


(b)  Falsification  of  IB4  forms  by  increasing  the  weights  on  and  re-writing  thereof 

In  this  connection  Mr  McGuinness  had  stated  that  "the  intervention  scheme  under  which 
subsidies  are  paid  by  the  EEC  was  abused  by  falsification  of  documents" 

The  practice  in  the  Waterford  Plant  in  regard  thereto  is  set  forth  in  detail  in  the  evidence 
of  Mr  Ken  Brennan  and  Miss  Fionnuala  Fenton  and  the  only  matters  in  dispute  are: 

(i)  whether  this  practice  was  introduced  by  Mr  McGuinness. 

(ii)  whether  it  was  continued  after  his  departure  in  October  1987  and 

(iii)  whether  it  was  "institutionalised"  throughout  all  the  plants  owned  and  operated 
by  the  Goodman  Group  of  companies. 
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The  purpose  of  this  practice  was  to  satisfy  from  documentation  the  Department  of  Agri- 
culture that  a  yield  of  68%  was  being  achieved  in  the  deboning  operation  and  that  the 
meat  to  which  they  were  entitled  was  being  stored  in  Intervention. 

During  the  course  of  the  hearings  of  the  Tribunal,  controversy  developed  as  to  the  effect 
of  the  deboning  contract  and  the  entitlement  of  the  Department  of  Agriculture  thereunder 
and  because  of  Mr  McGuinness'  evidence  in  regard  to  the  question  of  the  68%  it  is 
appropriate  that  it  be  dealt  with  at  this  stage  of  the  Report. 

(c)  68% 

In  the  Chapter  dealing  with  AIBP  Rathkeale,  the  Tribunal  has  referred  to  the  deboning 
contract  entered  into  between  the  Minister  for  Agriculture  &  Food  and  the  contractor 
Anglo  Irish  Beef  Processors  Ltd  and  in  particular  to  the  condition  which  provides  that: — 

"All  meat  derived  from  the  deboning,  trimming,  packing  and  freezing  operations  is 
the  property  of  the  Minister  other  than  all  bones,  fat  and  certain  small  trimmings 
 which  become  the  property  of  the  Contractor." 

The  only  reference  to  68%  is  in  the  paragraph  dealing  with  payment  for  deboning  and  is 
the  percentage  yield  to  be  achieved  to  qualify  for  the  agreed  rate  of  remuneration.  A 
lesser  yield  involved  a  penalty  by  way  of  reduced  payment:  a  higher  yield  did  not  confer 
any  benefit  on  the  deboning  contractor. 

Mr  McGuinness,  in  the  course  of  his  evidence  to  this  Tribunal,  stated  that: — 

"(1)  based  on  his  knowledge  of  boning  operations  during  the  course  of  his  employ- 
ment in  Newry  and  Waterford  that  yields  of  71%  to  75%  were  achievable: 

(2)  the  variation  in  the  rates  depended  on: — 

(a)  the  quality  of  the  animal; 
and; 

(b)  the  experience  and  ability  of  the  persons  carrying  out  the  deboning 
operation. 

(3)  when  these  yields  in  excess  of  68%  were  achieved,  steps  were  taken  to  ensure 
that  only  a  yield  of  68%  or  slightly  in  excess  of  this  figure  was  returned  to  the 
Department  of  Agriculture  ; 

(4)  it  was  explained  to  him,  by  the  Manager  of  AIBP  plant  in  Newry,  Mr  Nobby 
Quinn,  that  this  could  be  achieved  in  either  of  two  ways: — 

(i)  by  increasing  the  weigh-in  weights  of  the  quarters  of  beef  in  the  IB4  forms 
as  the  quarters  were  being  weighed  in  the  boning  hall, 

(ii)  if  the  yield  being  achieved  in  the  deboning  process  was  in  excess  of  68%  by 
the  removal  of  meat  and  its  transfer  to  the  Company's  own  stock. 

(5)  at  times  it  would  be  necessary  to  re-write  the  IB4  forms  to  show  the  target  yield 
of  68%; 

(6)  though  the  specifications  require  that  the  quarters  are  deboned  in  such  a  way 
as  to  provide  the  eleven  different  cuts  of  meat  set  forth  in  the  said  specifications 
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particular  cuts  can  be  deboned  to  a  tighter  standard  and  pieces  of  such  cuts  can 
be  removed  from  them  and  treated  as  "own  stock"; 

(7)  transfers  to  "own  stock"  were  recorded  on  a  weekly  basis  in  the  stock  books  of 
the  Company  at  a  standard  price  and  is  effectively  recorded  in  the  boning  hall 
weekly  accounts  as  revenue." 


The  Tribunal  has  dealt  in  detail  with  the  practice  of  increasing  weights  on  the  IB4s  and 
re-writing  of  IB4s  in.  Waterford  and  the  removal  of  intervention  beef  and  its  transfer  to 
the  Company's  own  store  in  the  AIBP  plant  in  Rathkeale. 

This  practice  of  transferring  to  the  Company's  own  stock  meat  surplus  to  the  yield  of  68% 
was  also  prevalent  in  the  AIBP  plant  in  Cloghran/Ballymun. 

Miss  Imelda  Murray,  who  was  employed  as  a  clerk  in  the  AIBP  plant  at 
Ballymun/Cloghran,  Co  Dublin,  gave  evidence  that  she  dealt  with  intervention  records 
and  documentation  on  behalf  of  her  employers,  AIBP,  during  the  years  1987  and  1988. 

Her  immediate  superior  was  the  Boning  Hall  Manager,  Mr  Edward  Burns.  She  stated 
that; 

"she  was  given  the  IB4s  for  the  purpose  of  totalling  the  amount  of  beef  weighed  in 
the  boning  hall,  that  once  this  weight  was  ascertained,  she  was  in  a  position  todeterm- 
ine  the  number  of  cartons  of  beef  that  would  be  required  to  achieve  the  yield  of  68% 
,  that  she  informed  the  Boning  Hall  Manager  of  this  number  and  that  any  additional 
cartons,  which  were  not  required  to  achieve  the  yield  were  transferred  into  the  Com- 
pany's own  stock  and  particulars  thereof  were  recorded  on  an  internal  yield  sheet 
which  was  kept  at  Cloghran." 

Though,  cross-examined  in  detail,  she  was  quite  adamant  that  the  boxes  of  meat,  to  which 
she  referred,  were  not  trimmings. 


This  practice  undoubtedly  provides  the  explanation  for  the  incident  which  occurred  in 
Cloghran  on  the  10th  day  of  August  1987  and  which  was  described  in  evidence  by  Mr 
Patrick  Connolly,  Veterinary  Surgeon  attached  to  the  AIBP  plant  at  Cloghran. 

-.He  stated  that:— 

"What  happened  was  in  checking  the  IB7  forms  against  the  boxes  we  found  that  we 
had  more  boxes  than  we  had  reported  on  the  IB7s  and  we  reported  the  matter  to  the 
Intervention  agency  and  we  rejected  the  production" 

and 

"The  IB4s  and  the  IB7s  matched  up.  The  yield  was  not  a  problem.  It  was  simply  the 
extra  boxes  were  left  over." 

It  is  a  fair  and  reasonable  inference  to  draw  from  these  facts  that  the  extra  cartons  were 
intended  to  be  transferred  to  the  Company's  own  stock  but  were  counted  by  the  Agricul- 
tural Officer  before  they  were  so  transferred. 
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These  incidents  illustrate  that  the  practices  described  by  Mr  McGuinness  were  followed 
in  at  least  some  of  the  plants  owned  by  AIBP. 

At  this  stage  it  is  necessary  for  a  proper  understanding  of  this  issue  to  consider  the  regula- 
tions in  regard  thereto. 

The  EEC  Commission  recognised  that  allowances  would  have  to  be  made  for  the  loss  of 
meat  in  the  deboning  process  due  to  the  necessary  adherence  to  the  specifications  annexed 
to  the  deboning  contract. 

Council  Regulation  3492/90  sets  forth  the  factors  to  be  taken  into  account  for  the  financing 
of  intervention  measures  and  provides  for  the  establishment  of  tolerances  for  quantity 
losses  arising  from  the  preservation  or  processing  of  agricultural  products  in  inter- 
vention. 

Article  2.  of  Commission  Regulation  (EEC)  No.  230/79  provides  that: 

"The  maximum  tolerance  referred  to  in  Article  3  (2)  (c)  of  Regulation  (EEC)  No. 
2305/70  shall  be  1%.  It  shall  apply  to  the  difference  between  the  unwrapped  weight 
of  the  product  recorded  when  it  is  taken  over  and  the  wrapped  weight  recorded  when 
it  is  removed  from  storage. 

This  limit  shall  apply  to  boned  meat  produced  by  boning  fore  and  hindquarters  taken 
over,  allowance  being  made  for  a  weight  loss  of  32%  as  a  result  of  the  boning." 

Article  2.2.  of  Commission  Regulation  (EEC)  No.  147/91  of  22nd  January,  1991  provides 
that: 

"the  percentages  for  allowable  losses  during  processing  are  hereby  fixed  as  follows: — 
de-boning  of  beef  —  32%" 

It  is  clear  from  these  Regulations  that  the  weight  loss  allowed  by  the  EC  Commission  for 
the  purpose  of  deboning  intervention  beef  is  32%  and  0.6%  in  respect  of  storage. 

The  import  of  these  Regulations  is  that  the  Intervention  Agencies  have  to  refund  to  the 
EEC  Commission  the  value  of  any  Weight  losses  in  excess  of  these  tolerances  viz  32%  in 
respect  of  boning  and  0.6%  in  respect  of  storage. 

Consequently  the  Department  of  Agriculture  ,  acting  as  the  Intervention  Agency,  made 
provision  in  the  deboning  contract  for  the  cost  of  weight  losses  in  excess  of  the  32%  to 
be  passed  on  to  the  deboning  contractor  by  providing  for  the  deboning  allowance  to  be 
reduced  in  cases  where  the  yield  fails  to  reach  68%. 

The  terms  of  this  deboning  contract  came  into  effect  from  March  1985. 

A  short  history  of  the  minimum  yield  requirement  is  necessary  for  a  proper  understanding 
of  the  issue  involved  ill  this  Report. 
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When  Ireland  joined  the  EEC  Community,  the  relevant  Regulation  was  EEC  Regulation 
221/72  and  this  provided  for  a  weight-loss  of  36%  as  a  result  of  deboning,  thus  requiring 
a  minimum  yield  of  64%.  By  virtue  of  the  provision  of  Commission  Regulation  (EEC) 
3180/74,  the  minimum  yield  required  was  increased  to  68%  with  retroactive  effect  to  the 
14th  of  May  1973. 

At  the  end  of  that  year  it  was  established  that  average  yield  achieved  nationally  in  Ireland 
was  63.6%.  The  retroactive  application  of  the  maximum  weight-loss  tolerance  resulted  in 
the  Irish  Intervention  Agency  becoming  liable  to  the  EEC  Commission  in  the  sum  of 
approximately  £2  million  pounds  in  respect  of  the  short  fall  in  the  boneless  yield 
requirement. 

Representations  were  made  to  the  Commission  that  the  68%  minimum  yield  required 
was  not  achievable  in  Irish  circumstances  and  the  Department  of  Agriculture  carried  out 
controlled  deboning  trials.  These  revealed  that  at  that  time  64%  was  the  highest  yield 
which  could  be  achieved  from  Irish  cattle  deboned  in  accordance  with  the  Intervention 
specifications. 

Following  consultation  with  the  EEC  Commission  it  was  agreed  that  the  regulation  could 
be  interpreted  as  allowing  the  weight  of  the  boxes  to  be  included  in  the  yield  of  boneless 
beef  and  that  the  1%  weight  loss  tolerance  during  storage  provided  for  in  the  Regulation 
could  be  allowed  at  the  deboning  stage.  This  interpretation  enabled  the  minimum  yield  of 
68%  to  be  achieved  on  paper  and  no  money  had  to  be  refunded  to  the  EEC  Commission. 
This  interpretation  however  was  not  justified  on  any  reasonable  consideration  of  the  regu- 
lations involving,  as  it  did,  the  transfer  of  the  1%  storage  allowance  to  the  deboning 
allowance  and  the  inclusion  of  the  weight  of  the  cartons  as  meat. 

It  is  however  a  tribute  to  the  negotiating  skills  of  the  Department  of  Agriculture  officials 
who  thereby  avoided  liability  to  refund  to  the  Commission  approximately  £2m  in  respect 
of  the  shortfall  in  the  boneless  yield  requirement. 


The  average  boneless  yields  increased  from  an  average  of  64.2%  in  October  1975  to 
65.47%  in  July  1976.  In  May  1981  the  Department  decided  to  increase  the  minimum  yield 
requirement  per  hindquarters  from  65.4%  to  66%.  The  Meat  Plants  had  considerable 
difficulty  in  meeting  the  new  yield  requirements.  In  the  year  May  1981  to  April  1982  the 
average  yields  for  all  plants  were  65.83%.  In  1983  average  yields  increased  to  66.3%. 

In  1984  the  EEC  Commission  not  surprisingly  reversed  its  previous  decision  to  allow  the 
weight  of  the  carton  and  the  1  %  tolerance  to  be  used  to  offset  weight-loss  resulting  from 
deboning.  The  effect  of  this  decision  was  that  the  effective  minimum  yield  required  was 
increased  to  68%.  The  meat  factories  were  unhappy  with  the  new  yield  requirement  of 
68%  arid  the  accompanying  clawback  on  the  deboning  allowance  consequent  on  its  imple- 
mentation. 

In  view  of  the  concern  expressed  by  the  meat  industry  the  Department  carried  out  further 
controlled  deboning  trials  in  April  1984  to  determine  the  levels  of  yield  achievable  in  the 
context  of  the  existing  intervention  deboning  specifications.  The  results  were  as 
follows: — 
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CLASS 

U3 
U4 
R3 
R4 
03 


YIELDS  % 


69.02 

66.0 

67.2 

65.7 

65.1 


The  Department  however  insisted  that  the  minimum  yield  requirement  from  April  1984 
be  68%.  They  had  no  alternative  but  to  require  this  yield  in  view  of  the  relevant  EEC 
Regulations.  In  the  years  following  this  increase,  yields  returned  to  the  Department  of 
Agriculture  increased  gradually  from  an  average  of  66.3%  in  1983  to  68.14%  in  1985. 

Two  factors  appear  to  have  contributed  to  this  development  namely: — 

(1)  On  1st  of  July  1984  a  Commission  Regulation  required  cod  fat  and  top  side  fat 
be  removed  from  the  carcase  prior  to  weighing  over  into  intervention  and  this 
would  have  the  effect  of  increasing  the  boneless  yield  by  0.8%. 

(2)  Class  Steer  04,  the  fattest  class  at  that  time  eligible  for  intervention,  was  excluded 
from  intervention  from  9th  of  April  1984  and  the  effect  of  this  was  to  increase 
the  average  boneless  yield.  In  the  years  following  1985  the  average  boneless  yield 
increased  marginally  from  68.14%  in  1985  to  68.5%  in  1991. 

These  yields  did  not  include  the  "bones,  fat  and  certain  small  trimmings"  which  under  the 
terms  of  the  deboning  contract  became  the  property  of  the  contractor. 

Figures  obtained  from  the  EC  Commission  on  yields  returned  in  the  Member  States  where 
deboning  takes  place,  on  1991  were: 

Denmark  70.00% 


The  eleven  cuts  which  the  deboning  contractor  was  obliged  to  return  to  the  Minister  were 
as  follows:—  fillets,  striploin,  insides,  outsides,  knuckles,  cube  rolls,  rumps,  shin  and  shank, 
brisket,  plate  and  flank  and  forequarter. 

In  addition  to  these  particular  and  named  cuts,  it  was  further  provided  in  the  Schedule  to 
the  deboning  contract  that  "identifiable  pieces  of  meat  —  e.g.,  chain  of  fillet,  chain  of 
striploin,  cap  of  knuckle  and  cap  of  cube  roll,  which  are  removed  when  preparing  cuts 
should  be  packed  with  plate  and  flank  as  appropriate. 

These  identifiable  pieces  of  meat  which  are  removed  when  preparing  the  cuts  required  to 
be  placed  in  intervention  are  distinguishable  from  the  "fragments  of  muscle  and  fatty 
tissue  and  other  tissue  resulting  from  the  cutting  and  deboning  of  meat"  which  may  be 
retained  by  the  Contractor. 


Italy 
UK. 
France 
Ireland 


68.10% 
70.00% 
70.60% 
68.71% 
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By  letter,  dated  the  11th  May  1989,  the  Department  of  Agriculture  wrote  as  follows  to  all 
plants  involved  in  deboning  intervention  beef. 

"Attempted  Misappropriation  of  various  pieces  of  Intervention  Boneless  Beef  by  cer- 
tain meat  plants. 

Following  a  series  of  random  surprise  inspections  of  deboning  operations  during  the 
latter  part  of  March  when  intake  of  intervention  beef  was  at  its  peak  it  became  appar- 
ent that  certain  meat  plants  were  attempting  to  misappropriate  significant  amounts 
of  beef  for  their  own  use.  These  attempts  generally  involved  the  removal  of  chains  of 
fillets  and  striploins  as  well  as  the  rump  tails.  In  the  case  of  chains  such  pieces  of 
meat  should  of  course  be  packed  with  plate  and  flank  and  in  the  case  of  rump  tails 
the  meat  should  be  left  attached  to  the  flank  during  the  deboning  process  so  that  this 
cut  does  not  arise  as  an  individual  piece.  The  attempted  misappropriation  usually 
involved  a  low  key  insidious  removal  of  anything  between  8  to  10  lbs  of  quality  plate 
and  flank  meat  from  each  carcase.  It  is  obvious  that  if  these  practices  went  unchal- 
lenged that  large  amounts  of  beef  could  be  taken  at  the  Intervention  Agency's 
expense. 

In  this  connection  your  attention  is  drawn  to  the  terms  of  the  Contract  for  Deboning 
of  Intervention  Beef.  The  Schedule,  paragraph  4  xii  concerning  "Wrapping  and  Pack- 
ing", specifies  that  "Identifiable  pieces  of  meat  e.g.  chain  of  fillet,  chain  of  striploin, 
cap  of  knuckle  and  cap  of  cube  roll  which  are  removed  when  preparing  cuts  shall  be 
packed  with  plate  and  flank  as  appropriate.  In  paragraph  3  (e)  of  the  contract  it  is 
specified  that  "All  meat  derived  from  the  deboning,  trimming,  packing  and  freezing 
operations  is  the  property  of  the  Minister  (other  than  the  materials  referred  to  in  3 
(d)  and,  unless  rejected  by  an  authorised  officer,  shall  be  produced  to  the  Minister 
on  completion  of  each  day's  operations  by  the  Contractor  and  any  material  failure  to 
do  so  shall  be  regarded  as  a  fundamental  breach  of  the  terms  and  conditions  of  the 
contract  and  the  Schedule  attached  thereto".  Paragraph  6  of  the  Contract  spells  out 
the  options  open  to  the  Minister  or  an  authorised  officer  if  the  terms  of  the  Contract 
are  not  complied  with  in  a  satisfactory  manner  in  accordance  with  the  provisions  laid 
down.  Your  particular  attention  is  drawn  to  the  provisions  at  (c)  and  (d)  under  this 
paragraph  which  allow  among  other  things  for  rejection  of  all  or  part  of  the  boxed 
beef  produced  under  Contract  and  for  the  suspension  of  deboning  of  intervention 
beef  without  notice. 

Breaches  of  the  carcase  dressing  specification  have  also  been  noted  and  in  this  regard 
particular  attention  is  drawn  to  the  need  to  have  carcases  presented  without  cod  fat 
and  without  fat  on  the  inside  of  topside.  Failure  to  observe  this  requirement  may  be 
penalised  as  above. 

The  purpose  of  this  communication  is  to  remind  you  that  the  contractual  require- 
ments concerning  not  alone  the  matters  referred  to  but  all  others  must  be  rigorously 
—imposed  and  that  failure  to  comply  may  meet  with  automatic  imposition  of  the  penal- 
ties provided  for  and  in  particular  those  mentioned  above. 

A.  McNamara 

Beef  Intervention  Agency." 
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A  copy  of  this  letter/circular  was  sent  to  each  deboning  plant  and  was  forwarded  to  the 
Veterinary  Officers  in  each  meat  factory  together  with  a  covering  letter  in  the  following 
terms: — 

"Department  of  Agriculture  and  Food,  Agriculture  House,  Dublin  2. 

Vet-Officer  in  Charge 
Each  Meat  Factory 

Your  attention  is  directed  to  a  circular  issued  on  11  May  1989  to  all  plants  involved 
in  Deboning  of  Intervention  Beef  (copy  to  Vet  Inspector  in  Charge)  regarding  the 
attempted  misappropriation  of  various  pieces  of  Intervention  Boneless  Beef  by  cer- 
tain meat  plants. 

As  a  follow  up  to  the  circular  you  are  requested  to  ensure  that  all  the  terms  of  the 
Contract  for  Deboning  of  Intervention  Beef  outlined  therein  are  complied  with  in 
accordance  with  the  provisions  laid  down.  You  should  also  ensure  that  carcases  are 
presented  without  cod  fat  and  without  fat  on  the  inside  of  the  topside. 

Supervision  of  the  Boning  Hall  should  include  surprise  random  checks  by  veterinary 
staff  at  least  once  per  day  and  random  examination  of  boxes  before  and  after  freezing. 
The  quantities  before  boning  should  be  compared  with  the  amount  of  boneless  meat 
produced  and  the  bones  fat  and  trimmings.  This  could  be  done  by  selecting  quarters 
and  retaining  bone,  fat  and  trimmings. 

Surprise  checks  should  also  be  made  by  Veterinary  Inspectors  as  part  of  their  ongoing 
duties.  Senior  management  of  the  Veterinary  Inspectorate  will  also  carry  out  random 
examination  from  time  to  time. 

A.  McNamara 
Beef  Division 

22  June  1989" 

This  circular  dated  the  11th  May  1989  was  sent  to  all  plants  involved  in  deboning  interven- 
tion beef  specifically  drew  the  attention  of  the  plants  to  the  requirements  of  the  Schedule 
to  the  deboning  contract  that  "identifiable  pieces  of  meat,  e.g.  chain  of  fillet,  chain  of 
striploin,  cap  of  knuckle  which  are  removed  when  preparing  cuts  shall  be  packed  with 
plate  and  flank  as  appropriate"  and  to  the  provisions  of  Par.  3  (e)  of  the  contract  which 
provided  that  "All  meat  derived  from  the  deboning,  trimming,  packing  and  freezing  opera- 
tions shall  be  the  property  of  the  Minister  (other  than  the  materials  referred  to  in  3(d)). 

As  referred  to  earlier  in  this  Report,  Par.  3(d)  of  the  Deboning  Contract  provides  that:— 

"All  bones,  fat  and  certain  small  trimmings  as  defined  in  the  Schedule  attached  to 
this  Contract  resulting  from  operations  carried  out  under  the  terms  and  conditions  of 
this  Contract  and  the  Schedule  attached  hereto  shall  become  the  property  of  the 
Contractor." 

This  Contract  and  the  Schedule  annexed  thereto  appears  to  distinguish  between  "identifi- 
able pieces  of  meat"  which  are  removed  by  the  deboner  when  preparing  the  eleven  differ- 
ent cuts  hereinbefore  referred  to,  which  are  the  property  of  the  Minister  and  required  to 
be  packed  with  the  "plate  and  flank"  and  the  certain  small  trimmings,  which  together  with 
the  bones  and  fat,  which  are  the  property  of  the  Contractor. 


Intervention  —  mterford 


511 


It  appears  from  the  letter  dated  the  11th  day  of  May  1989  and  the  evidence  of  Mr  Ferris 
of  the  Department  of  Agriculture  in  regard  thereto  that: 

"it  had  become  apparent  that  certain  meat  plants  were  attempting  to  misappropriate 
significant  amounts  of  beef  for  their  own  use" 

and 

"the  attempted  misappropriation  usually  involved  a  low  key  insidious  removal  of 
anything  between  8  to  10  kilos  of  quality  plate  and  flank  from  each  carcase". 

In  the  letter  from  Mr  McNamara  of  the  Beef  Division  of  the  Department  of  Agriculture 
to  the  Veterinary  Officers  in  charge  of  each  meat  factory,  it  was  emphasised  that: — 

"Supervision  of  the  Boning  Hall  should  include  surprise  random  examination  of 
boxes  before  and  after  freezing.  The  quantities  before  boning  should  be  compared 
with  the  amount  of  boneless  meat  produced  and  the  boxes  of  fat  and  trimmings." 

The  Goodman  Group  of  companies  engaged  in  the  deboning  of  beef  for  intervention 
storage  maintain  that,  by  virtue  of  the  provisions  of  the  said  Contract  and  the  custom  of 
the  trade,  their  obligations  under  the  contract  are  merely  to  trim  the  beef  and  produce 
the  eleven  cuts  in  accordance  with  specification  and  produce  a  yield  of  68%  of  red  meat 
from  the  quarters  weighed  into  Intervention  and  that  the  balance  of  the  meat  is  trimmings 
which  they  are  entitled  to  retain,  to  transfer  not  into  intervention  storage,  but  to  their 
own  stock  and  to  dispose  of  the  same  commercially. 

Mr  Gerry  Thornton  is  the  Deputy  Chief  Executive  of  the  Meat  Division  of  the  Goodman 
Group  of  companies  with  considerable  experience  having  joined  AIBP  in  1970. 

Though  a  Chartered  Accountant  by  profession,  he  had  experience  as  manager  of  the 
abattoir  in  Bagenalstown  and  was  manager  of  the  Plant  in  Cahir  from  June  1983  to  the 
end  of  1985,  when  in  the  course  of  a  restructuring  of  the  organisation  of  the  Group  he 
was  appointed  Deputy  Chief  Executive  of  the  Meat  Division. 

When  dealing  with  the  issue  of  the  68%  yield  he  stated  that: — 

"(i)  When  he  was  Manager  at  Bagenalstown  and  Cahir  he  had  some  involvement 
with  the  Department  of  Agriculture  in  connection  with  contracts  for  the  debon- 
ing  of  intervention  products. 

(ii)  Prior  to  1984,  the  yield  which  the  Department  required  was  66%  and  the  Depart- 
ment were  happy  to  receive  this  yield  provided  that  the  cuts  were  to  specification. 

(iii)  In  1984  the  yield  required  was  increased  to  68%  and  the  Department  was  happy 
to  accept  this  yield  of  meat,  provided  that  the  cuts  were  to  specification. 

(iv)  Since  the  advent  of  the  Tribunal,  the  Department  appeared  to  be  taking  a  differ- 
ent approach  to  the  application  and  construction  of  the  Contract  and  that  the 
Department  is  now  emphasising  that  all  the  production  of  red  meat,  including 
trimmings,  apart  from  certain  small  trimmings,  are  for  the  Account  of  the 
Department. 

(v)  This  approach  has  not  been  his  experience. 
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(vi)  In  his  experience  over  the  years  the  practice  of  his  company  has  been  to  return 
to  the  Department  a  yield  as  close  as  possible  to  68%,  while  holding  to  and  not 
breaking  the  specification. 

(vii)  To  achieve  that  yield,  the  Group's  production  people  at  the  various  plants  would 
monitor  deboning  operations  during  the  course  of  each  day  and  would,  where 
necessary  adjust  the  deboning  to  ensure  that  the  Department  get  their  minimum 
requirement,  while  at  the  same  time  ensuring  that  the  cut  specification  is 
maintained. 

(viii)  Since  the  introduction  of  the  deboning  contract,  the  Group  has  consistently 
returned  as  close  as  possible  to  the  stipulated  yield. 

(ix)  The  Department  of  Agriculture  over  the  past  decades  have  been  aware  of  this 
and  have  accepted  it  without  inquiry  in  the  knowledge  that  "trims"  represent  a 
compensation  to  the  processor  for  the  unfavourable  deboning  allowance  applic- 
able in  Ireland. 

(x)  The  Department  of  Agriculture  at  all  times  received  exactly  what  they  are 
entitled  to  and  what  they  expected." 

The  basic  thrust  of  Mr  McGuinness'  evidence  referred  to  herein  is  that  yields  in  excess  of 
68%  were  achievable  and  when  a  yield  in  excess  of  68%  was  achieved  or  likely  to  be 
achieved,  corrective  measures  were  taken  to  ensure  that  only  a  yield  of  68%  or  one  slightly 
in  excess  of  that  percentage  was  returned  to  the  Department  of  Agriculture. 

The  evidence  of  Mr  McGuinness  in  that  regard  was  substantially  confirmed  by  the  evid- 
ence of  Mr  Thornton  that  in  his  experience  the  practice  of  the  Goodman  Group  plants 
over  the  years  had  been  to  return  to  the  Department  a  yield  as  close  as  possible  to  the 
68%  while  holding  to  and  not  breaking  the  specification  set  out  in  the  deboning  contract 
and  in  order  to  achieve  that  yield  the  deboning  operations  would  be  monitored  during  the 
course  of  each  day  and  where  necessary  the  system  of  deboning  would  be  adjusted  to 
ensure  that  the  Department  got  their  minimum  yield. 

The  Tribunal  has  heard  evidence  from  a  number  of  Plant  Managers  with  regard  to  the 
deboning  of  Intervention  Beef  and  has  examined  in  detail  a  number  of  job  costing  sheets 
in  relation  to  the  daily  production  of  intervention  beef  of  a  type  similar  to  the  one  set 
forth  in  the  chapter  of  this  Report  dealing  with  Rathkeale  and  a  considerable  number  of 
the  Weekly  Job  Costing  Summaries  sent  in  by  each  plant  to  the  headquarters  of  the  Meat 
Division  in  Ravensdale  and  their  explanations  in  respect  thereof. 

Despite  the  detailed  examination  thereof  and  the  detailed  evidence  in  regard  thereto,  it 
is  not  necessary  to  refer  to  them  in  detail  in  the  course  of  this  Report  because  it  is  clear 
from  the  examination  thereof  that  they  show  that  they  merely  returned  to  the  Minister 
for  Agriculture  and  Food  the  minimum  yield  of  red  meat  viz  68%  or  close  thereto:  that 
they  retained  as  property  of  the  Company  the  balance  of  meat  obtained  as  a  result  of  the 
trimming  of  the  various  eleven  cuts  in  accordance  with  specification,  and  that  they  trans- 
ferred same  to  their  own  Company  Stock  to  be  disposed  of  commercially. 

Generally  these  costing  sheets  and  weekly  summaries  provided  in  respect  of  intervention 
jobs  showed  the  yield  achieved  as  substantially  more  than  68%  and  that  the  increased 
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yield  achieved  was  transferred  to  the  Company's  stock  and  not  into  intervention,  providing 
substantial  corroboration  of  Mr  McGuinness'  evidence  that  yields  of  71%  to  75%  were 
easily  achievable. 

The  Tribunal  in  the  Chapter  of  its  Report  dealing  with  Rathkeale  reproduced  a  copy  of 
the  Weekly  Job  Costs  Summary. 

Similar  type  weekly  cost  summary  sheets  were  used  at  this  time  in  the  AIBP  plant  in 
Cloghran/Ballymun,  AIBP  plant  in  Nenagh  and  the  AIBP  plant  in  Bagenalstown. 

While  these  job  costing  sheets  contain  a  column  for  showing  the  target  yield  in  respect  of 
Intervention  jobs,  Rathkeale  appears  to  be  the  only  plant  which  inserted  a  figure  in  such 
column. 
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P  While  this  summary  does  not  specify  the  target  yield,  which  was  obviously  68%  as  all  the 
jobs  shown  were  Intervention  jobs,  it  does  show  the  actual  yields  as  76.83%,  74.33%, 
76.24%,  75.15%  and  75.66%  respectively,  the  transfers  to  Company's  stock  as  882,  706, 
1116, 1611  and  1705  respectively  and  the  fat  and  trim  as  84,  47,  42,  83  and  123. 

A  random  inspection  of  the  other  job  costing  summaries  establish  that  the  yields  achieved 
and  shown  were  not  unusual  at  this  time  at  the  Dublin/Ballymun  plant  of  AIBP. 

Five  intervention  jobs  carried  out  in  the  week  ending  21/4/1991  show  yields  of  76.85%, 
74.33%,  76.24%  75.15%  and  75.66%  respectively:  three  intervention  jobs  carried  out  in 
the  week  ending  26/4/1991  show  yields  of  72.49%,  76.36%  and  70.40%  respectively:  four 
intervention  jobs  carried  out  in  the  week  ending  the  16/6/91  showed  yields  of  74.73%, 
72.67%,  72.92%  and  72.94%. 

The  weekly  job  cost  summary  for  the  week  ending  17/5/1991  forwarded  from  the  AIBP 
plant  at  Nenagh  show  that  three  intervention  jobs  were  carried  out  in  the  plant  on  the 
17/5/1991  and  the  relevant  extracts  from  such  summary  are  set  out  overleaf. 
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Again  the  target  yield  is  not  inserted  but  the  yields  achieved  are  shown  as  76.09%,  75.03% 
and  76.39%  respectively,  the  transfer  to  stock  is  shown  as  4092,  2855  and  6184  respectively 
and  the  fat  and  trim  as  115,  71  and  99  respectively. 

A  random  inspection  of  the  other  weekly  job  cost  summaries  from  Nenagh  show  that  in 
respect  of  two  intervention  jobs  carried  out  on  19/7/1991  the  yields  were  74.37%  and 
74.44%,  in  respect  of  one  job  on  the  26/7/1991  the  yield  was  75.28%  and  in  respect  of 
five  jobs  on  the  16/8/1991  the  yields  were  75.09%,  76.28%,  76.84%,  73.62%  and  74.13% 
respectively. 

Four  intervention  jobs  carried  out  in  the  week  ending  the  24/2/1991  however  show  yields 
of  70.14%,  70.44%,  70.76%  and  70.98%. 

The  Company's  records  are  detailed  and  well  kept. 

The  Company  recognised  that  the  eleven  cuts  specified  in  the  deboning  contract  must  be 
trimmed  in  accordance  with  the  specifications  and  were  the  property  of  the  Minister  for 
Agriculture  but  maintained  that  if  this  were  done  and  a  yield  of  68%  achieved  as  a  result 
thereof,  the  remainder  were  "trimmings"  which  they  were  entitled  to  retain. 

It  is  clear  from  the  evidence  of  the  Plant  Managers  that  in  the  deboning  of  beef  for 
intervention  that  their  target  yield  was,  as  stated  by  Mr  Thornton,  68%  and  that  the 
deboning  was  carefully  monitored  to  ensure  that  that  yield  was  achieved. 

This  was  done  in  the  first  instance  by  the  blending  of  carcases  which  are  weighed  into  the 
Boning  Hall. 

This  procedure  was  described  by  Mr  Colin  Duffy,  Manager  of  the  AIBP  plant  at  Cahir 
who  stated  in  evidence  that: 

"(i)  they  endeavoured  with  the  mix  of  cattle  they  had  to  acquire  a  yield  in  or  around 
68  to  69%; 

(ii)  they  were  fairly  specialised  in  this  and  they  would  simply  calculate  the  weights  of 
their  intake  for  the  following  days  or  the  day  after  from  their  carcase  sheets; 

(iii)  the  production  man  would  go  and  see  the  carcases  and  their  grades  and  that  it 
was  his  job  to  blend  the  carcases  that  went  to  the  Boning  Hall  so  as  to  obtain  a 
good  average  grade  of  weight  at  the  intake  point;" 

This  practice  of  blending  the  carcases  was  also  followed  at  the  AIBP  at  Waterford  and  at 
the  AIBP  Plant  at  Nenagh  because  as  stated  by  Mr  Monaghan,  Manager  of  the  AIBP 
Plant,  Nenagh  "there  are  a  number  of  grades  of  cattle  that  won't  make  the  yield  of  68% 
and  comply  with  the  specification.  So,  therefore  you  have  to  blend  the  cattle  or  carcases." 

This  practice  depended  on  the  variety  of  the  cattle  available  for  intervention  and  was  not 
practicable  in  some  plants  because  of  the  lack  of  variety  in  the  cattle. 


regard  to  the  different  grades  of  cattle  eligible  for  intervention,  it  was  a  perfectly 
practice  to  blend  the  different  grades  to  acquire  an  average  yield. 
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All  plants  monitored  the  yield  being  obtained  in  the  boning  hall  during  the  course  of  the 
boning  operation  to  see  whether  the  yield  was  being  achieved  and  depending  on  the  result 
of  such  monitoring  the  extent  of  the  trimming  of  the  cuts  of  meat  was  varied. 

The  purpose  of  this  variation  was  either: 

(i)  to  leave  more  meat  on  the  cuts  if  the  yield  being  achieved  was  less  than  68% 
or 

(ii)  to  take  more  meat  from  the  cuts  if  the  yield  being  achieved  was  more  than  68%. 

Obviously  the  trimming  of  more  meat  from  the  cuts  was  to  ensure  that  no  more  than  the 
minimum  yield  was  made  available  to  the  Minister  and  this  involved  taking  more  meat 
and  fat  from  the  cuts  than  is  required  by  the  specification. 

It  appears  from  the  evidence  that  the  trims  are  placed  in  trays  and  are  then  transferred 
to  a  table  or  trimming  station  within  the  boning  hall  where  the  trims  are  trimmed  again 
to  the  specifications  of  customers  of  the  plant.  As  stated  in  evidence  by  Mr  George  Mullan, 
Manager,  Longford  Plant,  they  would  be  further  cut  for  the  particular  customers  specifica- 
tion at  the  stage  where  the  trims  would  come  down  the  production  line  and  would  be 
transferred  to  a  trimming  station  within  the  Boning  hall  where  they  would  have  personnel 
involved  in  Quality  Control  and  preparation  of  trims. 

There  is  no  doubt  but  that  these  trimmings  included  identifiable  pieces  of  meat  which  are 
removed  when  the  cuts  are  being  prepared  and  trimmed.  They  are  variously  described  in 
the  job  costing  sheets  as  LMCVP,  chuck  tender  V.P.,  L.T.90  Vac  Pac. 

Having  been  trimmed  to  various  customers'  specifications  or  requirements  many  of  the 
cuts  and  trimmings  are  vacuum  packed  before  being  transferred  to  the  Company's  stock. 

Mr  Patrick  Connolly,  the  Veterinary  Surgeon  at  Cloghran  also  described  an  incident  which 
occurred  on  the  24th  day  of  February  1988.  He  stated: — 

"On  that  occasion  Mr  John  Mitchell  A.O.  was  on  duty  in  the  boning  hall  and  he 
found  the  tare  on  the  weighing  scales  had  been  changed  since  he  last  checked  it  and 
as  a  result  the  weights  entered  in  the  IB4  were  incorrect.  In  addition  to  that  he  found 
that  they  were  packing  away  commercial  cuts  of  beef  out  of  intervention  and  packing 
them  separately  and  as  a  result  we  decided  that  we  would  reject  the  day's 
production." 

He  stated  that: — 

"We  are  not  talking  about  trims."  "This  particular  cut  of  meat  was  taken  out  of  the 
forequarter"  "They  were  known  as  LMCs  leg  of  mutton  cut." 

"These  cuts  of  meat  which  were  taken  out  were  being  packed  in  commercial  boxes 
and  this  was  being  done  in  the  boning  hall." 

It  is  denied  by  each  of  the  Plant  Managers  that  in  the  plants  managed  by  them  that  there 
was  any  alteration  of  the  weights  on  the  IB4s  produced  from  their  plants  or  that  there 
was  any  transfer  of  boxes  of  Intervention  Beef  to  the  Company's  own  stock.  They  allege 
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that  the  boxes  of  meat  which  they  transferred  to  Company  stock  consisted  of  boxes  of 
trimmings  to  which  they  were  entitled. 

The  Tribunal  accepts  their  evidence  that  it  was  not  the  practice  to  increase  the  weights 
shown  on  the  IB4's.  Such  a  practice  would,  if  carried  out,  have  made  it  more  difficult  to 
achieve  the  yields,  which  they  were  obliged  to  return  to  the  Department  of  Agriculture, 
and  lessen  the  percentage  of  meat  to  be  transferred  to  the  Company's  own  stock. 

In  addition,  the  Defatting  Analysis  carried  out  by  the  Department  of  Agriculture  which 
has  been  dealt  with  in  this  Report  established  that  there  was  no  excess  fat  included  with 
the  cartons  of  the  specified  cuts  that  they  were  obliged  to  produce  in  accordance  with  the 
terms  of  the  deboning  contract. 

At  all  times,  the  Company  and  the  Managers  of  the  plants  maintained  that  under  the 
terms  of  this  contract  they  were  only  obliged  to  debone  the  carcasses/quarters,  prepare 
the  cuts  in  accordance  with  the  specifications  and  to  achieve  a  yield  of  68%  or  close 
thereto  and  that  they  were  entitled  to  retain  as  trimmings  any  meat  yield  in  excess  of  such 
68%. 

This  claim  made  by  the  Goodman  Group  of  companies  is  not  accepted  by  the  Department 
of  Agriculture. 

Mr  John  Ferris  is  the  Senior  Superintending  Veterinary  Inspector  in  the  Department  of 
Agriculture  and  has  been  involved  in  the  operation  of  the  beef  intervention  system  at 
plant,  regional  and  national  level  since  its  introduction  in  1974. 

He  was  a  member  of  the  Group  involved  in  the  preparation  and  drafting  of  the  deboning 
contract  and  had  discussions  with  the  beef  processing  trade  with  regard  to  the  terms 
thereof  and  particularly  with  regard  to  the  technical  aspects  set  forth  in  the  Schedule. 

In  dealing  with  the  question  of  the  68%  yield  and  in  reply  to  questions  put  to  him  by 
Counsel  for  the  Goodman  Group  of  companies,  he  stated  that: — 

"(i)  Since  he  became  involved  back  in  1974  it  was  always  the  understanding  at  every 
level,  that  everything  above  the  minimum  yield  came  to  the  Department. 

(ii)  Until  it  was  raised  during  the  hearings  of  the  Tribunal,  he  was  unaware  of  any 
claim  to  the  contrary  within  the  industry. 

(iii)  The  Department  policy  was  that  if  the  deboning  and  trimming  is  carried  out 
exactly  in  accordance  with  the  specification,  any  of  the  excess  meat  that  would 
arise  or  should  arise,  should  go  into  intervention. 

(iv)  Neither  he  nor  anybody  else  could  for  one  moment  suggest  that  yields  should  be 
minimised  in  order  to  improve  the  quality  of  the  cut  with  the  subsequent  loss  of 
that  yield  to  the  Intervention  Agency." 
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He  further  stated  that: — 

"(v)  In  March,  1989,  there  had  been  concern  within  the  Department  that  they  might 
not  be  getting  all  the  bits  and  pieces  to  which  they  were  entitled  and  he  decided 
that  he  would  visit  a  number  of  plants  on  a  completely  unannounced  basis. 

(vi)  He  visited  nine  plants,  some  of  which  were  working  and  some  of  which  had  com- 
pleted their  intervention  boning. 

(vii)  Every  plant  that  was  engaged  in  intervention  work  was  packing  off  pieces  or  trims 
which  should  go  into  intervention  boxes,  such  as  chains  of  fillet,  chains  of  striploin, 
caps  of  cuberolls  and  caps  of  knuckles. 

(viii)  He  reported  such  activity  to  head  office  and  this  report  led  to  the  letter  dated  the 
11  May  1989  hereinbefore  set  forth." 

The  letter  dated  the  11th  May  1989  to  the  boning  plants  and  the  letter  dated  the  22nd 
June  1989  to  the  Veterinary  Officers  in  charge  of  each  meat  factory  represented  the  view 
of  the  Department  on  these  practices. 

In  his  evidence  Mr  Ferris  also 

"(a)  described  "Chuck  Tender"  as  a  single  piece  of  muscle  taken  out  of  the  forequar- 
ter  and  lying  at  the  front  end  of  the  scapula  which  is  contained  in  the  forequarter, 
looking  very  like  a  fillet  and  incapable  of  being  described  as  trimmings. 

(b)  described  the  "Leg  of  Mutton"  cut  as  being  part  of  the  forequarter,  not  usually 
isolated  individually  and  is  a  very  large  piece  of  meat. 

(c)  stated  that  both  the  "Chuck  Tender"  and  "Leg  of  Mutton"  cut  should  be  included 
in  the  intervention  cartons." 

In  the  course  of  his  evidence  Mr  Ferris  dealt  with  supervised  tests  carried  out  by  him  to 
establish  the  percentage  of  the  weight  of  a  carcass/quarter  which  would  be  regarded  as 
trimmings  available  after  deboning  in  accordance  with  specifications  and  these  varied 
between  4.1%  and  5.3%,  an  average  in  the  region  of  4.5%. 

Mr  Richard  Healy,  an  Assistant  Principal  Officer  in  the  Department  of  Agriculture  stated 
in  evidence  that  the  focus  of  the  Regulations  is  that  the  Minister  gets  all  of  the  meat  to 
which  he  is  entitled  and  if  the  yield  falls  below  68%  there  is  a  claw  back  applied  to  the 
deboning  allowance  in  order  to  recoup  the  liabilities  the  Minister  would  have  to  the  EEC 
Commission. 

The  Tribunal  has  received  from  the  Department  of  Agriculture  and  considered  the  details 
thereon,  a  table  showing  the  average  boneless  yields  returned  by  all  plants  who  carried 
out  intervention  deboning  during  the  years  1983  to  1991. 

This  table,  without  going  into  the  details  thereof  clearly  show  that  in  the  years  1987  to 
1991,  92.66%  returned  a  yield  of  68%  or  slightly  in  excess  thereof,  4.66%  a  yield  of  69% 
or  slightly  in  excess  thereof,  2%  a  yield  of  67%  or  slightly  in  excess  thereof  and  .67%,  a 
yield  of  70%. 
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This  clearly  establishes  that  during  the  entire  of  this  period  the  returns  from  all  plants 
from  all  companies  engaged  in  the  trade  showed  a  yield  of  approximately  68%  or  slightly 
in  excess  of  this  percentage. 

In  the  course  of  his  cross-examination  by  Counsel  for  the  Goodman  Group  of  companies 
with  regard  to  these  tables  Mr  S  Fogarty,  a  Principal  Officer  in  the  Department  of  Agricul- 
ture, agreed  that  during  this  period  that  there  had  never  been  any  controversy  between 
the  Department  and  any  processor  for  failing  to  return  enough  meat  once  a  yield  of  68% 
had  been  achieved. 

It  appears  from  the  evidence  of  Mr  Mclnerney  of  the  Finance  Division  of  the  Department 
of  Agriculture  and  Food  that  the  Commission  of  the  European  Communities  in  calculating 
the  losses  resulting  from  deboning  restricted  weight  losses  to  32%  and  in  their  Aide  Mem- 
oir dealing  with  the  1990  Financial  Year  stated: 

"In  accordance  with  the  second  paragraph  of  Article  2  of  Regulation  (EEC)  No. 
230/79  weight  losses  due  to  boning  operations  are  restricted  to  32%  of  the  carcase 
weight.  It  follows  that  the  production  yield  must  reach  at  least  68%  of  the  quantities 
treated." 

It  is  clear  from  this  that  the  view  of  the  EC  Commission  that  68%  was  a  minimum  require- 
ment and  not  just  the  yield  which  should  be  returned  or  which  they  expected  to  receive. 

In  spite  of  this,  Mr  Buckley  an  Agricultural  Officer  employed  at  the  AIBP  Plant  in 
Rathkeale  stated  "once  we  got  our  68%  everybody  was  happy." 

Mr  Vaughan,  an  Agricultural  Officer  employed  at  the  AIBP  plant  in  Rathkeale  and  who 
had  previously  worked  in  Nenagh,  stated  in  the  course  of  his  evidence  that: — 

"I  wouldn't  be  aware  of  what  percentage  of  trimmings  would  be  left  over  after  a 
day's  production.  Once  I  got  my  69%  or  from  68%  to  69%  I  was  happy:  we  were 
satisfied.  So  if  they  are  3  or  4  per  cent  over,  it  was  none  of  my  business." 

It  is  clear  from  the  foregoing  that: 

(i)  No  queries  were  raised  by  the  Department  of  Agriculture  once  the  documenta- 
tion, returned  to  it  in  pursuance  of  the  regulations  showed  a  yield  of  68%. 

(ii)  The  officials  in  the  plants  were  satisfied  once  a  yield  of  68%  was  achieved  and 
did  not  ascertain  or  in  any  way  query  the  extent  of  the  trimmings  obtained  as  a 
result  of  the  deboning. 

The  Goodman  Group  of  companies  maintain  that  this  attitude  by  the  Department  was 
consistent  with  their  interpretation  of  the  deboning  contract  and  amounts  to  acquiescence 
m  the  practice  followed  by  them  in  all  plants  of  deboning  and  trimming  for  the  purpose 
of  obtaining  a  minimum  yield  of  68%  and  their  entitlement  to  anything  in  excess  thereof. 
They  maintain  this  attitude  in  spite  of  the  terms  of  the  letter  dated  the  11th  day  of  May 
1989  sent  to  all  meat  plants. 


1 he  terms  of  the  deboning  contract  were  criticised  by  Counsel  on  behalf  of  the  Goodman 
0UP  ot  companies  as  being  ambiguous  and  bureaucratic  and  non-commercially  viable. 
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Dr.  Cento  Veljanovski  was  a  witness  made  available  to  the  Tribunal  by  the  Goodman 
Group  of  companies. 

He  was  a  very  well  qualified  witness  who  had  a  consulting  practice  in  Economic  and 
Regulatory  Analysis,  was  a  Senior  Research  Fellow  of  Law  and  Economics  at  the  Institute 
of  Economic  Affairs  in  London  and  also  advised  on  Economic  reform  to  the  Republic  of 
Macedonia,  Yugoslavia. 

He  stated  in  evidence: — 

"(i)  that  he  had  carried  out  an  evaluation  of  the  Irish  Intervention  Deboning  Contract 
and  that  from  his  review  of  the  deboning  contract  itself  and  the  submissions  to 
this  Tribunal  from  the  Department  of  Agriculture  ,  it  would  appear  that  there  is 
a  divergence  in  the  views  of  how  deboning  contracts  should  be  interpreted. 

(ii)  that  the  Intervention  Agency,  the  Department  of  Agriculture  ,  claimed,  under  the 
contract,  that  it  retained  ownership  of  all  meat  derived  from  the  carcase  and  that 
the  objective  of  the  contract  was  to  maximise  the  value  of  deboned  beef. 

(iii)  that  an  alternative  interpretation  of  the  contract  is  that  the  Agency  only  seeks  to 
achieve  a  yield  of  68%  and  permits  the  deboning  contractor  to  legitimately  substi- 
tute a  substantial  proportion  of  fat  for  small  meat,  trimmings. 

Inter  alia,  he  stated  that: — 

"1.  The  deboners'  remuneration  is  based  on  two  components,  a  rate  per  kilo  of 
deboned  beef  with  severe  penalties  for  not  achieving  a  68%  yield,  and  the  value 
of  the  trimmings  whose  ownership  is  transferred  to  the  deboning  contractor. 

2.  This  structure  of  payments  is  clearly  designed  to  provide  powerful  incentives  to 
achieve  a  68%  delivered  yield.  There  are  several  penalties  for  shortfalls  below 
68%,  such  that  at  a  64%  yield  the  deboning  contractor  receives  no  payment. 

3.  Jhere  are  no  incentives  to  deliver  in  excess  of  68%,  even  though  this  involves 
progressively  greater  effort  and  expense  on  the  deboner's  part. 

4.  The  transfer  of  ownership  of  "certain  small  trimmings"  provides  the  bonus  neces- 
sary to  cut  trimmings  in  excess  of  68%  by  conveying  the  value  in  excess  of  this 
residual  to  the  deboning  contractor. 

He  further  stated  that: 

"This  system  of  fee  per  kilo,  penalty  for  shortfalls  and  a  bonus  of  certain  small  trim- 
mings, after  satisfying  the  quality  specifications  in  the  deboning  contract,  displays  the 
characteristics  of  an  economically  efficient  contract  designed  to  maximise,  not  the 
amount  of  delivered  meat,  but  the  attainment  of  the  68%  yield  of  a  quality  consistent 
with  the  boning  contract." 

That  there  was  no  clear  definition  in  the  contract  of  "certain  small  trimmings." 

The  contract  permits  substitution  of  fat  for  meat  in  the  definition  of  acceptable 
delivered  boxed  beef. 

The  past  actions  of  the  Agency  show  that  they  were  not  concerned  with  maximising 
delivered  meat. 
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The  commercial  value  of  the  contract  depends  on  the  fee  and  the  value  of  trimmings. 

A  deboner  tendering  for  a  contract  would  take  the  value  of  the  trimmings  and  the 
boning  fee  into  account.  If  the  Intervention  Agency  wanted  to  maximise  yield,  it 
would  have  instituted  a  system  of  bonus  payments  for  a  yield  in  excess  of  68%." 

Having  completed  his  examination  of  the  contract,  he  concluded  that: 

"(a)  The  contract  is  structured  to  provide  a  strong  incentive  for  yields  of  68%. 

(b)  It  does  not  provide  incentives  for  yields  over  68%. 

(c)  It  does  not  suggest  that  the  Agency  is  concerned  to  achieve  a  yield  of  greater 
than  68%. 

(d)  Nowhere  in  the  contract  or  the  past  actions  of  the  Intervention  Agency  is  there 
any  indication  that  it  sought  to  maximise  the  yield  from  deboned  beef. 

(e)  The  contractual  terms  permit  a  significant  amount  of  fat  to  be  provided  under 
the  contract  and  for  the  ownership  of  trimmings  to  be  transferred  to  the  deboner. 

(/)  68%  is  the  norm  across  Europe  and  the  European  experience  is  that  the  Interven- 
tion Agencies  only  want  68%. 

(g)  There  is  a  reasonable  expectation,  a  reasonable  reliance  on  the  practice  of  the 
Agencies  only  demanding  68%." 

Basically  the  issue,  as  stated  by  Dr.  Veljanovski  and  outlined  in  this  Report,  is  whether 
the  Minister  for  Agriculture  and  Food  is  entitled  under  the  deboning  contract  to  retain 
ownership  of  all  meat  derived  from  the  carcases/quarters  weighed  into  the  boning  hall 
with  the  exception  of  bone,  fat  and  certain  small  trimmings  or  whether  the  Minister  is 
only  entitled  to  68%  of  such  meat. 

In  spite  of  the  criticisms  made  of  the  deboning  contract  and  the  drafting  thereof  it  is 
perfectly  clear  on  the  salient  terms  thereof  viz  "that  all  meat  derived  from  the  deboning, 
trimming,  packing  and  freezing  operations  is  the  property  of  the  Minister". 

The  only  limitation  on  that  statement  is  that  contained  in  Para.  3(d)  of  the  Contract,  which 
as  already  stated  provided  that: — 

"All  bones,  fat  and  certain  small  trimmings  as  defined  in  the  Schedule  attached  to 
this  Contract  resulting  from  operations  carried  out  under  the  terms  and  conditions  of 
this  Contract  and  the  Schedule  attached  thereto  shall  become  the  property  of  the 
Contractor." 

While  "certain  small  trimmings"  are  not  defined  in  the  Schedule,  the  Schedule  sets  out  in 
detail  the  manner  in  which  the  quarters  are  to  be  cut  and  trimmed  and  the  trimmings 
which  are  to  be  removed. 

There  is  no  doubt  but  that  the  Contractor  is  entitled  to  small  trimmings  remaining  after 
the  deboning  provided  such  deboning  and  cutting  is  carried  out  in  accordance  with  speci- 
fications but  such  trimmings  cannot  include  extra  trimmings  or  cuts  of  meat  obtained  as 
a  result  of  trimming  done  with  the  specific  purpose  of  limiting  to  68%  the  yield  to  the 
Minister. 
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Under  the  contract,  the  Minister  is  entitled  to  the  entire  of  the  yield  and  trimming 
designed  to  limit  that  yield  is  not  in  accordance  with  the  clear  and  unambiguous  terms  of 
the  deboning  contract  and  any  meat  derived  as  a  result  of  such  trimming  was  and  remained 
the  property  of  the  Minister  and  should  not  have  been  transferred  to  the  Company's  own 
stock.  The  action  of  the  plants  in  so  doing  was  in  compliance  with  the  policy  of  AIBP  as 
enunciated  by  Mr  Gerry  Thornton  in  his  evidence  but  in  breach  of  the  terms  of  the 
Contract  and  EEC  Regulations. 

There  is  no  evidence  that  the  Department  of  Agriculture  were  aware  of  or  acquiesced  in 
this  practice;  in  fact  Mr  Ferris  stated  that  the  first  he  ever  heard  of  it  or  the  claim  of  the 
companies  to  be  entitled  to  anything  in  excess  of  68%  was  during  the  course  of  the  hear- 
ings before  this  Tribunal.  The  documentation  returned  to  the  Department  viz  the  IB4s, 
the  IB7s  and  the  IB6s  would  not  disclose  this  practice. 

The  Department  of  Agriculture  is  responsible  for  the  supervision  of  the  deboning 
operation. 

Article  20  of  Commission  Regulation  EEC  859/89  provides  that:— 

"1.  Intervention  Agencies  shall  be  responsible  for  the  supervision  of  operations 
referred  to  in  Article  19. 

Supervision  must  include  either  permanent  physical  control  or  an  unannounced 
inspection  of  the  boning  operation  not  less  than  once  per  day  and  random  exam- 
inations of  the  cartons  of  cuts  before  and  after  freezing  in  such  a  way  that  a  com- 
parison of  the  quantities  before  boning  with  the  quantities  boned  on  one  hand  and 
the  bones,  fat  and  trimmings  on  the  other  hand." 

There  is  no  evidence  from  the  Department  of  Agriculture  of  a  random  examination  of 
the  cartons  of  cuts  before  and  after  freezing  in  such  a  way  that  would  enable  a  comparison 
to  be  made  between  the  quantities  before  boning  with  the  quantities  boned  on  the  one 
hand  and  the  bones,  fat  and  trimmings  on  the  other  hand.  This,  in  spite  of  the  contents  of 
the  letter  sent  by  Mr  McNamara  of  the  Beef  Division  to  the  Veterinary  Office  in  charge 
of  each  Meat  Factory  in  which  he  stated  that: 

The  comparison  of  the  IB4  and  the  IB7  to  produce  the  IB6  does  not  appear  to  comply 
with  this  requirement  as  the  IB7  is  produced  before  freezing  and  the  bones,  fat  and  trim- 
mings do  not  appear  to  be  weighed  in  the  presence  of  a  representative  of  the  Department 
of  Agriculture. 

It  appears  from  the  evidence  of  the  Plant  Managers  that  the  trims  are  transferred  to  a 
trimming  table  in  the  boning  hall  and  openly  dealt  with  there. 

There  is  no  evidence  that  the  trimmings  were  ever  weighed  by  any  Agricultural  Officer 
or  that  there  was  any  examination  or  inspection  of  any  kind  of  the  trimmings  and  pieces 
of  meat  that  were  being  transferred  to  the  Company's  own  stock. 

There  is  no  doubt  whatsoever  but  that: — 

(i)  it  was  the  deliberate  practice  and  policy  of  the  management  of  AIBP  in  the  State 
engaged  in  Intervention  operations  including  deboning  operations  in  accordance 
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with  the  Deboning  Contracts  entered  into  between  the  Minister  for  Agriculture 
and  Food  and  AIBP  to  debone  quarters  of  beef  taken  and  weighed  into  Interven- 
tion in  such  a  manner  as  to  ensure  that  the  yield  of  the  meat  placed  in  Intervention 
storage  did  not  substantially  exceed  68%  of  the  weight  of  the  quarter. 

(ii)  the  balance  of  the  meat  remaining  after  such  yield  had  been  achieved  was 
regarded  as  the  property  of  the  company  and  dealt  with  accordingly  by  them  by 
way  of  further  trimming  vac  packing  or  other  compliance  with  commercial  cus- 
tomer requirements. 

(iii)  the  practice  and  policy  was  in  clear  breach  of  the  said  deboning  contract  and 
whatever  misapprehension  they  might  or  might  not  have  had  about  their  entitle- 
ments thereunder  that  misapprehension  was  clearly  dissipated  by  the  terms  of  the 
letter  dated  the  11th  day  of  May  1989  from  Mr  McNamara  of  the  Beef  Division 
to  all  plants  involved  in  deboning  intervention  beef. 

(iv)  In  spite  of  the  terms  of  this  letter  the  practice  and  policy  continued  and  was  sought 
to  be  justified  before  this  Tribunal  on  the  basis  of  the  terms  of  the  contract  and 
on  the  alleged  acquiescence  of  the  Department  of  Agriculture  officials  in  the 
practice. 

Consequently  it  appears  that  the  obligation  imposed  on  the  Department  of  Agriculture 
and  Food  to  be  responsible  for  the  supervision  of  the  deboning  operation  was  purported 
to  have  been  fulfilled  by  "permanent  physical  control". 

According  to  Mr  Ferris,  this  was  exercised  by  one  man  and  it  is  clearly  not  possible  with 
one  man  in  the  boning  hall  to  cover  all  the  requirements. 

There  can  be  no  doubt  about  this  because  the  regulations  place  an  onus  on  the  Depart- 
ment to  check  virtually  everything,  the  weighing  in  of  the  quarters,  the  weighing  of  the 
cartons,  supervision  between  these  two  areas  to  ensure  that  the  specifications  were  being 

kept  and  that  there  was  no  slippage  and  in  Mr  Ferris'  view  would  require  a  minimum  of 

three  Agricultural  Officers  rather  than  the  one  supplied. 

He  also  considered  it  necessary  that  there  should  be  cover  for  lunch  breaks,  tea  breaks 
and  other  occasions. 

(d)  Switching  of  meat  going  into  or  in  intervention  storage  and  the  substitution  ther- 
efor of  inferior  product. 

Mr  McGuinness  had  alleged  that  "the  intervention  scheme...  was  abused  ....  by  the  switch- 
ing of  meat  going  into  or  in  intervention  storage  and  the  substitution  therefor  of  inferior 
product" 

The  Tribunal  has  dealt  in  detail  with  this  practice  at  the  AIBP  plant  in  Rathkeale  in 
the  course  of  the  chapter  entitled  "Intervention  Rathkeale". 

In  the  course  of  his  evidence  Mr  McGuinness  stated  that  the  Goodman  Group  engaged 
in  the  switching  of  beef  presented  for  storage  under  the  APS  scheme. 
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He  stated  that  he  was  aware  that  non-steer  carcases  were  regularly  substituted  for  steer 
carcases  into  the  APS  scheme. 

In  support  of  this  contention  he  produced  a  document  which  contained  a  hand  written 
calculation  of  weight  differentials  for  a  number  of  supply  contracts  being  handled  by  the 
Waterford  Plant  in  September  1986  and  October  1986. 

This  document  had  been  prepared  at  Mr  McGuinness'  request  by  a  clerk  in  the  AIBP 
offices  at  Waterford,  a  Paul  Shevlin,  and  showed  differentials  in  the  cold  weight  and 
the  intake  weight  in  a  number  of  carcases  and  is  hereinafter  referred  to  as  the  "Shevlin 
document". 

In  some  cases  the  intake  weight  exceeds  the  dead  cold  weight  of  the  carcases  and  is 
indicative  of  an  overstatement  of  the  intake  weight  and  in  the  cases  where  the  intake 
weight  is  considerably  less,  this  indicates  a  switching  of  carcases. 

During  the  proceedings  before  the  Tribunal,  there  was  considerable  controversy  over  the 
effect  of  the  records  contained  in  this  document  and  the  statement  of  Mr  McGuinness 
that  "there  is  no  innocent  explanation  for  a  net  weight  gain". 

It  appeared  from  the  evidence  that  the  weight  of  an  animal  is  recorded  immediately  after 
slaughter  and  this  weight  is  known  as  the  "Hot  weight". 

The  farmer  is  not  paid  for  his  animal  on  the  basis  of  this  weight  but  on  the  basis  of  what 
is  known  as  "the  cold  weight"  which  is  by  agreement  artificially  calculated  as  98%  of  the 
"Hot  weight"  i.e.  2%  less  than  the  Hot  Weight. 

Depending  on  the  time  spent  in  the  chill  and  other  factors  including  moisture  content 
there  may  not  always  be  a  difference  of  2%  between  the  actual  cold  weight  and  the  hot 
weight  of  an  actual  carcase  and  the  weight  loss  may  be  as  low  as  1%  or  1.2%. 

Trimming  and  removal  of  fat  may  further  increase  the  difference  between  the  intake 
weight  and  the  "Hot  Weight"  and  the  artificially  calculated  "Cold  Weight"  and  according 
to  the  evidence  of  Mr  Maurice  Mullen  of  the  Department  of  Agriculture  a  weight  loss  of 
3.  5%  would  be  well  within  the  parameters. 

The  in-take  weight  of  a  carcase  must  always  be  less  than  the  "hot  weight"  of  the  same 
carcase  because  chilling  and  trimming  reduces  the  weight  of  the  carcase. 

This  takes  place  before  the  carcases  are  weighed  into  intervention  or  for  storage  under 
the  APS  schemes.  Any  document  which  shows  an  increase  over  the  hot  weight  must  be 
incorrect. 

Any  excessive  loss  of  weight,  shown  on  the  relevant  documentation  of  a  carcase  as 
between  the  Hot  Weight  and  the  intake  weight,  can  only  be  explained  either  by: 

(i)  the  incorrect  recording  of  the  number  of  the  carcase  on  the  relevant  documenta- 
tion or 
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(ii)  the  fact  that  there  has  been  a  switching  of  the  carcase  after  weighing  to  ascertain 
the  hot  weight  and  its  being  weighed  in  for  Intervention  or  APS  purposes. 

In  respect  of  the  1986  APS  scheme  AIBP  had  ten  contracts  of  storage  involving  792  tons 
of  beef  and  the  documentation  in  respect  of  these  contracts  was  examined  and  analysed 
by  officials  of  the  Department  of  Agriculture  under  the  supervision  of  Mr  Mullen  at  the 
request  of  the  Tribunal  for  the  purpose  of  comparing  the  Hot  Weight  and  the  weights 
recorded  on  AIBP  documentation. 

A  summary  of  such  findings  is  set  forth  hereunder. 


Contract  No. 

Hot  Weight 

Cold  Weight 

%  Difference 

2651/BM 

(Kgs.) 

(Kgs.) 

mi 

58229 

56868.8 

-2.35% 

4861 

49240 

46566.5 

^5.43% 

4885 

102862.5 

99649.5 

-3.12% 

4990 

100076.5 

95290 

-4.78% 

5145 

97985 

94361.5 

-3.7% 

5146 

93454.5 

89631 

-4.09% 

5380 

88574 

85697 

-3.25% 

5382 

52929 

51930 

-1.89% 

5386 

88340.5 

85712 

-2.98% 

While  the  overall  picture  as  disclosed  above  was  satisfactory  and  within  the  accepted 
parameters,  the  comparison  and  analysis  of  the  documentation  disclosed  a  wide  range  of 
discrepancies  with  wide  variations  up  and  downwards  for  individual  sides  and  quarters. 

 in  addition  there  were  a  number  of  instances  where  the  same  carcase  number  listed  from 

the  Daily  Classification  Sheet  accounted  for  the  equivalent  of  more  than  two  sides  in  the 
APS  1  and  APS  4  forms  and  the  Intervention  IB1  and  IB4  forms  and  specific  instances 
were  identified  where  carcases  from  female  animals  were  included  on  APS  forms  in 
respect  of  male  contracts. 

In  addition  the  recorded  intake  weight  of  some  carcases  was  so  much  below  the  recorded 
hot  weights  of  the  same  carcases  that  the  difference  could  not  be  explained  by  the  normal 
wastage  due  to  the  chilling  and  trimming  process  after  the  carcases  had  been  weighed  and 
indicated  the  switching  of  carcases  if  the  numbers  of  the  carcases  shown  on  the  relevant 
forms  were  correct. 


It  is  conceded  that  at  the  beginning  of  the  operation  of  the  APS  scheme  in  1986,  the 
system  of  numbering  the  carcases  was  rather  chaotic  and  led  to  confusion  and  that  it  was 
some  weeks  before  a  more  satisfactory  system  was  introduced. 

The  system  as  first  introduced  was  that  the  carcases  would  be  numbered  in  sequence  from 
a  Monday  to  Friday  and  on  the  following  Monday  the  sequence  would  start  again. 
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As  the  scheme  was  a  ten  day  one  viz  there  could  be  ten  days  between  the  date  of  slaughter 
and  the  placing  in  storage,  there  was  a  risk  or  danger  of  two  carcases  having  the  same 
serial  number  and  this  undoubtedly  led  to  some  confusion. 

The  system  of  numbering  the  carcases  was  related  to  a  fortnightly  sequence  and  this 
removed  the  possibility  of  two  carcases  having  the  same  serial  number. 

It  appears  from  the  analysis  referred  to  and  the  evidence  of  Mr  Mullen  that  the  number 
of  discrepancies  in  the  documentation  lessened  thereafter. 

The  fact  that  the  "Shevlin  Document"  and  the  analysis  of  the  documentation  dealt  with 
by  Mr  Mullen  disclosed  evidence  of  a  practice  of  over-declaration  of  weights  on  the  APS 
and  IB4  forms  was  strongly  contested  by  Counsel  for  the  Goodman  Group  and  the  evid- 
ence adduced  in  regard  thereto. 

While  the  Tribunal  has  considered  this  evidence  in  detail,  it  does  not  consider  it  necessary 
to  set  it  out  in  the  course  of  this  Report  because  the  "Shevlin  document"  was  produced 
in  the  first  instance  at  Mr  McGuinness'  request  in  order  to  enable  him  to  obtain  some 
indication  of  the  extent  of  the  over-declaration  of  weights  which  could  be  ascertained  by 
a  comparison  of  the  weights  on  the  relevant  documentation  if  such  a  comparison  was 
carried  out  by  Department  of  Agriculture  officials,  and  was  then  produced  before  this 
Tribunal  to  provide  corroboration  of  his  evidence  before  this  Tribunal  with  regard  to  the 
over-declaration  of  weights  and  the  switching  of  carcases. 

His  evidence  with  regard  to  the  over-declaration  of  the  weights  of  carcasses  on  admission 
to  the  Boning  Hall  at  Waterford  in  respect  of  APS  and  Intervention  contracts  has  been 
substantiated.  In  regard  to  the  APS  contracts  in  Waterford  by  the  evidence  of  the  Customs 
and  Excise  officials  and  Department  of  Agriculture  officials  more  particularly  dealt  with 
in  the  chapter  of  this  Report  dealing  with  the  Waterford/Ballymun  1986  APS  investigation 
and  in  regard  to  the  over-declaration  of  weights  on  the  IB4  forms  in  the  intervention 
process  by  the  evidence  of  Mr  Ken  Brennan  and  Miss  Fionnuala  Fenton  already  referred 
to  and  by  the  comparison  of  the  weights  shown  on  the  IB4  forms  retained  by  Mr  McGuin- 
ness and  those  submitted  by  the  AIBP  company  to  the  Department  of  Agriculture  for 
payments. 

Consequently  there  is  no  need  for  the  Tribunal  to  rely  on  the  Shevlin  Document  to  pro- 
vide corroboration  for  Mr  McGuinness'  evidence  in  this  regard. 

The  "Shevlin  Document"  and  the  analysis  of  the  documentation  carried  out  by  Mr  Mullen 
is  inconclusive  on  the  question  whether  the  weights  recorded  therein  provide  corrobora- 
tion of  his  evidence  with  regard  to  the  switching  of  carcases  by  the  substitution  of  poorer 
quality  and  lighter  carcases  for  other  carcases. 


The  discrepancies  in  weight  shown  in  respect  of  some  of  the  c;  cases  are  indicative  either 
of  such  switching  or  incorrect  recording  of  the  numbers  of  the  carcases  being  compared. 

It  is  conceded  by  the  Department  of  Agriculture  that  the  system  of  recording  could  have 
led  to  confusion  in  this  respect  and  that  the  incorrect  numbering  of  carcases  could  provide 
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an  explanation  of  the  discrepancies  both  in  regard  to  the  weight  difference  and  the  number 
K-0f  quarters  shown  per  carcase. 

\".  Consequently  the  Tribunal  is  satisfied  that  the  "Shevlin  Document"  and  the  evidence  of 
Mr  Mullen  on  this  issue  do  not  of  themselves  provide  corroboration  of  Mr  McGuinness' 
evidence  with  regard  to  the  switching  of  carcases  for  Intervention  purposes  but  neither 
are  they  inconsistent  therewith. 

However  the  Tribunal  accepts  Mr  McGuinness'  evidence  with  regard  to  this. 

In  this  regard  he  stated  that: — 

"what  I  saw  was  the  process  of  cutting  off  the  original  stamp,  the  replacement  putting 
on  a  new  stamp,  and  also  you  have  to  go  a  step  further  and  you  have  to  take  off  the 
killing  docket  details  because  the  kill  docket  details,  they  were  applied  to  the  fore- 
quarter  and  hind  quarter  and  they  show  the  kill  number  and  the  grade  and  they  have 
to  be  taken  off  as  well  and  effectively  a  new  one  has  to  be  put  on." 


It  appears  from  his  evidence  that  Mr  McGuinness  witnessed  the  process  of  switching 
carcases  subsequent  to  slaughtering  and  grading  and  prior  to  being  weighed  in  at  the 
boning  hall,  that  the  process  involved  the  removal  of  the  original  grading  mark  on  the 
carcase  and  the  substitution  of  a  higher  grading  mark  and  the  removal  of  the  label  attached 
to  the  forequarters  and  hindquarters  containing  the  kill  number  and  the  grade  and  the 
substitution  therefore  of  a  new  label. 


This  process  is  similar  in  practically  every  detail  to  the  practice  described  by  Mr  Lynch  as 
being  followed  in  the  AIBP  Plant  in  Rathkeale. 


In  addition  it  appears  from  the  evidence  of  Mr  Hughes,  who  was  the  Veterinary  Inspector 
in  charge  of  AIBP  plant  at  Bagenalstown,  Co.  Carlow  that  between  May  and  June  1984 
that  149  ineligible  carcases  were  deboned  into  intervention. 


Mr  Colm  O'Loughlin  was  at  that  time  Manager  of  this  plant  and  Mr  Hughes  stated  in 
evidence  that  he  kept  Mr  O'Loughlin  informed  of  the  discoveries  but  "ineligible  carcases 
found  their  way  into  intervention  until  the  first  of  June  that  year" 


The  fact  of  the  inclusion  of  such  ineligible  carcases  was  reported  to  Head  Office  of  the 
Department  of  Agriculture,  and  at  a  meeting  held  in  Agriculture  House  in  October  1984, 
Mr  O'Loughlin  informed  the  Department  officials  that  there  had  been  a  strike  at  the  plant 
in  February  /  March  of  that  year,  that  one  or  two  of  the  employees  were  disappointed 
with  the  result  thereof  and  alleged  that  they,  in  an  attempt  to  destroy  the  smooth  running 
of  the  plant  or  to  discredit  Mr  O'Loughlin,  had  decided  to  put  the  ineligible  carcases  into 
intervention. 


Evidently  the  local  Garda  Sergeant  had  warned  Mr  O'Loughlin  that  these  two  problem 
employees  were  likely  to  do  something  within  the  plant  that  might  upset  the  smooth 
running  of  the  plant. 
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The  Department  officials  noted  the  explanation  and  AIBP  were  penalised  to  the  extent 
of  £26,700  being  the  value  of  such  carcases. 

In  the  AIBP  plant  at  Cloghran,  John  Mitchell,  an  Agricultural  Officer,  discovered  and 
rejected  four  ineligible  beef  hindquarters  being  weighted  into  the  Boning  Hall  on  the  2nd 
December  1987  and  Pat  Rooney  an  Agricultural  Officer,  discovered  and  rejected  eight 
ineligible  hindquarters  in  the  Boning  Hall  there  on  the  16th  March  1990. 

Viewed  on  their  own  each  of  these  incidents  may  not  seem  important  but  taken  collect- 
ively and  involving  as  they  do  there  different  plants  viz  Rathkeale,  Bagenalstown  and 
Cloghran/Ballymun,  they  provided  some  corroboration  of  the  evidence  of  Mr  McGuinness 
with  regard  to  incidents  in  Waterford. 

(e)  Abuse  of  Export  Refund  subsidy  system  by  failing  to  comply  with  the  contractual 
requirements  of  Middle  East  customers,  the  unauthorised  use  of  Islamic  stamps 
and  the  reboxing  of  meat  for  the  purpose  of  misleading  customers  and  that  in 
connection  with  Iraqi  contracts  the  inclusion  of  meat  from  many  sources,  fresh 
meat,  frozen  meat,  intervention  beef  etc. 

The  use  of  intervention  beef  purchased  from  the  Intervention  Authorities  for  export  to 
Third  Countries,  the  repackaging  and/or  reboxing  of  such  meat  and  the  removal  of  mark- 
ings therefore  do  not  in  any  way  constitute  an  abuse  of  the  Export  Refund  subsidy  system. 

The  Department  of  Agriculture  ,  as  the  Intervention  Authority,  was  at  all  times  aware  of 
the  fact  that  the  Intervention  beef  purchased  from  it  was  destined  for  export  to  Iraq, 
authorised  the  repackaging  or  reboxing  of  the  meat  and  authorised  the  payment  of  the 
appropriate  rate  of  export  refunds. 

In  the  ITV  programme  the  presenter  thereof  had  alleged  that  boxes  of  old  frozen  meat 
from  European  stores  were  brought  by  the  truck  load  to  the  Goodman  owned  Ulster  Cold 
stores,  Craigavon  Northern  Ireland.  Then  a  transformation  took  place.  For  a  solid  eighteen 
months  old  frozen  meat  was  turned  into  new. 

A  former  employee  at  this  plant  Mr  Thomas  Ruddy  stated  that  "all  of  it  was  reboxed  as 
killed  within  the  last  week  or  two".  Despite  it's  best  efforts  the  Tribunal  was  unable  to 
secure  the  attendance  before  it  of  Mr  Ruddy,  who  was  resident  outside  the  jurisdiction 
and  not  answerable  to  a  sub  poena. 

Though  at  this  stage  of  its  Report,  the  Tribunal  is  dealing  with  the  allegations  made  on 
the  ITV  programme,  particularly  by  Mr  McGuinness,  the  Tribunal  considers  it  desirable, 
in  the  interests  of  avoiding  repetition  to  refer  to  the  allegations  made  in  Dail  Eireann  by 
Deputy  MacGiolla  on  the  9th  day  of  March,  1989  and  by  Deputy  Pat  Rabbitte  on  the  15th 
and  24th  day  of  May  1991. 

These  allegations  can  be  summarised  as  allegations  that  the  Goodman  Group  of  compan- 
ies were  abusing  the  system  under  which  subsidies  were  paid  by  having  the  labels  on  meat 
changed  in  different  parts  of  the  country  by  a  team  moving  about  to  do  this  job  on  behalf 
of  Goodman  Companies:  by  the  maintenance  of  an  entire  production  line  in  Nenagh 
designed  for  taking  stamps  from  frozen  carcases  and  re-stamping  and  re-labelling  them 
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and  by  carrying  out  repackaging  and  restamping  operations  in  Goodman  plants  in  opera- 
tions heavily  subsidised  by  the  Irish  Taxpayer  thereby  putting  Ireland's  reputation  for 
quality  at  risk. 

In  the  course  of  that  portion  of  the  ITV  programme  dealing  with  exports  of  beef  to  Iraq, 
Mr  McGuinness  had  stated  : — 

"There  was  many  different  sources  for  the  meat,  there  was  fresh  Irish  meat,  there 
would  have  been  intervention  meat,  there  would  have  been  frozen  meat,  it  may  have 
been  Halal  slaughtered,  it  may  not  have  been  Halal  slaughtered,  it  could  have  been 
cow,  it  could  have  been  bull,  it  could  have  been  anything," 

and 

"the  whole  system  was  that  you  switch  product  to  show  what  the  customer  wanted. 
If  that  meant  re-boxing,  you  re-boxed  the  meat,  to  show  what  the  company  thought 
he  was  getting.  " 

In  the  course  of  his  evidence,  before  this  Tribunal,  Mr  McGuinness  stated: — 

"(1)  That  he  was  aware  of  the  fact  that  re-boxing  had  been  taking  place  at  the  Cold 
Store,  Craigavon,  from  discussions  with  the  plant  accountant,  the  members  of 
what  he  describes  as  the  "A  Team"  and  from  his  own  observations,  on  about  two 
occasions  in  1986,  when  he  saw  the  re-boxing  line  in  operation; 

Intervention  meat  was  re-boxed  for  Iraqi  contracts  on  a  24  hour  basis  and  several 
shifts  were  employed  during  the  day; 

The  intervention  meat  would  be  taken  out  of  the  box,  the  original  box  discarded, 
a  new  box  would  be  prepared  and  the  meat  would  be  placed  in  that  box; 

(4)  The  box  would  be  re-strapped,  re-palleted  and  returned  to  the  cold  store; 

(5)  The  new  boxes  were  Goodman  International  type  boxes." 

In  a  follow-up  programme  broadcast  by  ITV  on  the  22nd  day  of  July  1991  Mr  Brendan 
Solan,  a  former  worker  at  the  AIBP  plant  in  Cahir,  was  interviewed  for  the  purpose  of 
confirming  that  the  practices  outlined  in  the  original  programme  were  carried  out  in  the 
plant,  in  which  he  was  employed,  namely  Cahir. 

On  the  said  programme  he  stated  that  re-stamping  of  meat  did  occur  at  Cahir  and  that: — 

"for  about  at  least  two  weeks  there  were  guys  who  came  down  from  headquarters  in 
Dundalk,  and  they  would  come  into  the  factory  with  their  own  stamps,  knives  -  every- 
thing else,  and  there  were  sides  of  meat  brought  up  to  the  Loading  Bays.  They  would 
take  them  off,  start  cutting  off  whatever  markings  were  on  them  and  putting  their 
own  marking  back  on  the  sides  of  meat  and  this  went  on  for  about  two  weeks". 

He  stated  that  unfit  meat  was  repackaged  as  new  and  that  about  5%  of  it  was  in  an 
absolutely  appalling  condition. 

*n  the  course  of  his  evidence  before  the  Tribunal,  Mr  Solan,  who  was  employed  in  the 
AABP  Plant  at  Cahir  from  May  to  October  1988  described  in  detail  the  reboxing  of  beef 
at  this  plant  during  this  period.  The  Tribunal  is  however  satisfied  from  the  evidence 
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adduced  before  it  that  the  reboxing  of  the  beef  referred  to  by  Mr  Solan  was  the  reboxing 
of  intervention  beef  for  the  purpose  of  export,  was  duly  authorised  in  accordance  with  the 
relevant  regulations  and  notice  of  such  re-boxing  had  been  given  to  the  Department  of 
Agriculture. 

A  considerable  quantity  of  evidence  was  adduced  before  the  Tribunal,  and  a  considerable 
amount  of  the  time  of  the  Tribunal  was  taken  up  by  the  Tribunal  in  hearing  such  evidence 
with  regard  to  the  reboxing  of  meat  taken  from  Intervention,  the  relabelling  of  cartons 
into  which  it  was  placed  and  the  removal  of  stamps  from  such  meat  in  different  plants  not 
only  during  the  normal  working  hours  of  such  plants  but  late  at  night  and  over  week-ends, 
not  only  by  the  usual  operatives  in  such  plants  but  by  a  team  of  operatives  from  outside 
such  plants,  with  the  inherent  implication  that  such  reboxing,  such  relabelling  and  removal 
of  stamps  was  illegal  and  contrary  to  regulation. 

The  reboxing  of  meat  purchased  from  intervention  is  authorised  under  certain  circum- 
stances by  the  provisions  of  EEC  Regulation  2824/85. 

This  regulation  lays  down  detailed  rules  for  the  sale  of  certain  frozen  boned  beef  which 
is  held  by  the  intervention  agencies  of  the  member  states  and  which  is  to  be  exported 
either  in  the  same  state  or  after  cutting  and  or  repacking. 

The  regulation  provides  that  the  trader  must  state,  in  the  purchase  application  or  tender, 
whether  the  meat  will  be  exported  in  the  same  state  or  after  cutting  and  or  re-packing. 

The  regulation  further  provides  that: 

(i)  cutting  and/or  re-packing  should  take  place  only  with  the  authorisation  of  the 
competent  authorities  who  may  only  authorise  the  cutting  and/or  repacking  of 
meat  if  it  is  stored  on  their  territory  and  the  cutting  and/or  repacking  is  carried 
out  there. 

(ii)  where  meat  is  cut  and/or  repacked,  the  bags,  cartons  and  other  packaging  mat- 
erial containing  it  shall  bear  particulars  enabling  it  to  be  identified,  including  the 
net  weight  and  the  type  and  number  of  the  cuts  and  may  not  be  mixed  with  the 
other  meat  sold  and  must  be  in  a  frozen  state  when  it  is  cut  and  repacked." 

The  regulation  opening  the  sale  may  specify  products  not  eligible  for  refunds. 
It  is  clear  from  these  regulations  that  in  the  circumstances  outlined  therein  the  cutting  and 
re-packing  of  beef  purchased  from  Intervention  is  lawful  when  authorised  by  the  Interven- 
tion Authority. 

Re-labelling  is  not  only  authorised  but  necessary  because  the  regulations  required  that 
when  meat  is  cut  or  repacked,  the  bags,  cartons  and  other  packaging  material  containing 
it  shall  bear  particulars  enabling  it  to  be  identified,  including  the  net  weight  and  the  type 
and  number  of  cuts. 

It  clearly  emerged  from  the  cross-examination  of  the  various  witnesses  by  Counsel  for  the 
Goodman  Group  of  companies  that  it  was  their  contention  that  such  re-boxing,  relabelling 
and  removal  of  stamps  or  marks  was  authorised  and  legal  and  supervised. 
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During  the  course  of  its  hearings  dealing  with  Export  Credit  Insurance,  it  learned  of 
allegations  that  intervention  beef  was  used  in  the  fulfilment  of  contracts  for  the  export  of 
beef  to  Iraq  in  respect  of  which  Export  Credit  Insurance  was  granted. 

To  determine  the  truth  or  otherwise  of  this  allegation  and  because  of  other  matters  in 
relation  to  the  'national  interest',  the  Tribunal  on  the  22nd  day  of  May,  1992  wrote  to 
the  Solicitor  acting  for  the  Department  of  Agriculture  and  Food  seeking  the  following 
information: 

"(i)  The  amount  of  stock  sold  into  Intervention  by  each  meat  trader  and  the  date 
when  it  was  sold  into  Intervention 

(ii)  The  amount  of  stock  bought  by  each  trader  out  of  Intervention  and  the  date  it 
was  bought  out 

(iii)  A  complete  breakdown  from  the  documentation  of  the  origin  of  all  meat 
exported  by  meat  processors  and  the  place  to  where  it  was  exported  during  the 
year  1987  and  1988. 

Following  an  exchange  of  correspondence  between  the  Tribunal  and  the  Department  of 
Agriculture  ,  information  with  regard  to  exports  to  Iraq  during  the  years  1987  and  1988 
was  obtained  on  the  14th  day  of  August  1992. 

This  information  disclosed  that  in  respect  of  exports  to  Iraq  during  this  period  by  AIBP 
upon  which  export  refund  subsidies  were  paid  viz  28,996.67012  tonnes  (84%)  was  meat 
purchased  from  Intervention  by  AIBP,  1,877.38960  tonnes  (6.5%)  had  been  stored  under 
APS  Schemes  and  2,727.44630  tonnes  from  other  sources. 

At  this  stage,  the  Tribunal  had  heard  evidence  of  the  findings  of  the  Fisher  Report,  which 
is  dealt  with  in  the  chapters  on  Export  Credit  Insurance,  which  established  that  of  the 
tonnage  exported  to  Iraq  by  AIBP  during  the  years  1987  and  1988  declared  for  and  subject 
to  Export  Credit  Insurance  38%  was  sourced  outside  the  jurisdiction  of  the  Irish  Republic 
in  Northern  Ireland  and  the  United  Kingdom. 

Mr  James  Fairbairn  was  the  Senior  Manager  in  the  International  Division  of  the  Goodman 
Group  of  companies  which  division  had  responsibility  for  exports  and  gave  evidence: — 

"(0  that  the  Meat  Division  was  responsible  for  the  purchase  and  processing  of  beef 
required  for  export  and  internal  consumption. 

(ii)  that  if  the  product  was  intended  for  export  outside  Europe,  that  the  International 
Division  was  responsible  for  any  reboxing  or  re-labelling  required  and  deboning 
on  rare  occasions. 

(iii)  the  International  Division  has  attached  to  it  a  team  or  group  of  operatives  who 
go,  as  required,  to  various  plants  for  this  purpose  but  are  based  in  Ravensdale. 

fe)  the  International  Division,  when  it  purchased  beef  from  Intervention  would 
notify  the  Department  of  Agriculture  of  its  intention  to  rebox  and/or  relabel  at 
a  particular  time  and  place. 

(v)  the  International  Division  has  a  standard  box  which  is  used  in  the  reboxing  of 
boneless  beef  for  export  to  non-EEC  countries. 
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(vi)  the  box,  which  contains  intervention  beef,  contained  the  necessary  particulars  viz 
the  sale  reference  number,  net  weight,  type  of  cut  and  number  of  cuts. 

(vii)  the  marking  on  this  box  would  indicate  that  it  came  from  AIBP. 

(viii)  that  reboxing  of  meat  purchased  from  the  Irish  Intervention  Agency  is  reboxed 
within  the  State. 

(ix)  that  reboxing  of  meat  purchased  from  the  NI  Intervention  Agency  or  the  English 
Intervention  Agency  is  required  to  be  done  there  in  accordance  with  the  relevant 
Regulations. 

(x)  there  is  a  difference  between  the  boxes  used  by  the  company  when  exporting 
beef  and  the  boxes  used  when  it  is  being  stored  for  intervention  purposes. 

(xi)  there  never  has  been  any  occasion  where  beef  purchased  from  intervention  for 
export  to  non-EEC  countries  has  not  been  re-boxed. 

(xii)  the  re-boxing  renders  the  product  much  more  presentable  to  a  customer. 

(xiii)  the  meat  purchased  from  intervention  would  be  two  to  three  years  old  depending 
in  what  lot  was  allocated  to  the  intervention  contract." 

This  evidence,  together  with  the  evidence  from  the  Department  of  Agriculture  and  Food 
with  regard  to  the  amount  of  intervention  beef  included  in  the  exports  of  beef  to  Iraq  in 
1987  and  1988  provides  the  explanation  for  the  amount  of  reboxing  and  relabelling  given 
during  the  course  of  the  Tribunal  and  for  the  fact  that  much  of  this  reboxing  and  re- 
labelling was  done  by  outside  operatives  who  were  not  normally  employed  in  the  plants 
where  such  work  was  being  done. 

Though  they  would  not  welcome  the  designation  it  would  appear  reasonable  to  assume 
that  the  group  referred  to  at  (iii)  were  the  group  described  by  Mr  McGuinness  as  the  "A" 
team.  Such  a  designation  is  merely  descriptive  and  has  no  sinister  undertones. 

Having  regard  to  the  tonnage  exported  and  the  weight  of  each  carton;  it  meant  well  over 
a  million  boxes  required  reboxing  and  re-labelling  for  the  purpose  of  fulfilling  these  con- 
tracts alone  and  frequently  such  re-boxing  and  re-labelling  had  to  be  done  expeditiously 
and  within  time  constraints  imposed  by  the  requirement  to  fulfil  various  contracts. 

The  Intervention  Regulation  set  out  herein  shows  what  must  be  set  forth  on  the  cartons 
in  which  the  beef  was  placed  as  a  result  of  reboxing. 


In  addition  the  contracts  entered  into  between  AIBP  and  the  State  Company  for  Foodstuff 
Trading  and  Iraqi  Company  for  Agricultural  Products  Marketing  for  the  export  of  beef 
to  Iraq  included  the  requirement  that 

"(i)  the  period  between  time  of  slaughter  in  Country  of  origin  and  delivery  to  buyers 
unloading  place  in  Baghdad  will  not  exceed  100  days, 

(ii)  the  slaughtering  must  be  by  Islamic  Rites  with  full  bleeding, 

(iii)  the  cuts  are  to  be  wrapped  in  polythene  without  holes  and  packed  in  cartons  of 
uniform  size  not  exceeding  33kgs  nett  weight.  Each  carton  will  contain  only  one 
type  of  cut  and  will  bear  on  it  in  English  the  following  information: — 
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Type  of  Beef/Cut 

Country  of  Origin 

Production  date 

Gross  Weight  and  Nett  Weight 

Date  of  Expiry  of  beef  for  human  consumption 

Trade  marks/Names  of  Buyers  and  Seller 

L/C  number" 

Some  of  the  contracts  required  that  the  words  "slaughtered  according  to  Islamic  Rites" 
be  included  in  the  marking. 

It  is  clear  that  84%  of  the  beef  delivered  by  AIBP  to  Iraq  during  the  years  1987  and  1988 
did  not  comply  with  the  written  requirements  of  these  contracts,  that  it  was  not  slaugh- 
tered within  100  days  of  delivery  but  was  purchased  from  intervention  and  was  probably 
2/3  years  old  and  that  it  was  impossible  to  determine  whether  it  was  slaughtered  as 
required  by  the  contracts  by  Islamic  Rites  with  full  bleeding. 

It  was  contended  by  Counsel  for  AIBP  that  the  terms  of  their  contract  with  the  Iraqi 
Trading  companies  was  a  matter  of  private  law  and  that  the  Tribunal  was  not  entitled  to 
inquire  into  the  terms  thereof  or  the  compliance  or  otherwise  therewith  and  if  the  Tribunal 
were  to  concern  itself  with  such,  it  would  be  acting  ultra  vires. 

This  Tribunal  is  only  entitled,  and  the  Oireachtas  is  only  entitled  by  virtue  of  the  terms 
of  the  Act  under  which  this  Tribunal  is  established,  to  inquire  into  definite  matters  of 
public  importance  and  if  this  were  a  matter  of  purely  private  contract,  the  Tribunal  would 
not  be  concerned  nor  would  it  concern  itself  therewith.  However  there  is  a  public  dimen- 
sion to  these  contracts  which  necessitated  inquiry. 

The  public  dimension  involved  arises  because  of  the  use  of  beef  purchased  from  the  Inter- 
vention Agency  to  fulfil  84%  of  the  requirement  of  the  contract;  the  necessity  of  the 
Intervention  Agency  to  ensure  compliance  with  the  terms  of  EEC  Regulation  2824/85;  the 
requirement  in  the  contracts  to  produce  certificates  from  the  Department  of  Agriculture; 
the  entitlement  of  the  vendor/seller  to  subsidies  by  way  of  Export  Refunds  :  the  grants  of 
Export  Credit  Insurance  in  respect  of  some  of  the  contracts  and  the  national  interest  in 
protecting  the  reputation  of  the  quality  of  Irish  beef,  which  is  fundamental  to  the  Agricul- 
tural Economy  of  this  country. 

Though  the  contracts  were  stated  to  require  production  of  certificates  from  the  Depart- 
ment of  Agriculture  it  appeared  from  the  evidence  of  Mr  Aidan  Connor,  who  from  Sep- 
tember 1987  onwards,  was  Deputy  Chief  Executive  of  the  International  Division  of  the 
Goodman  Group,  reporting  directly  to  Mr  Goodman,  the  Department  of  Agriculture  was 
never  requested  by  AIBP  to  issue  such  certificates  and  no  such  certificates  were  issued  by 
them. 


During  the  course  of  its  inquiry  into  the  operation  of  the  export  refund  system  the  Tribu- 
nal became  aware  that  the  certifying  authority  in  respect  of  exports  of  beef  to  Iraq  was 
an  organisation  with  Headquarters  in  Paris  called  Bureau  Veritas  together  with  its  subsidi- 
ary Le  Controle  Technique  of  5,  Rue  Chante  Coq  92801  Puteaux  -  France  (hereinafter 
called  LTC). 
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The  Tribunal  entered  into  correspondence  with  Bureau  Veritas,  LTC  and  its  Irish  repres- 
entative, Victor  Broderick  and  received  information  from  them,  relative  to  their  proced- 
ures with  regard  to  certification,  the  contents  of  such  certificates  and  copies  thereof.  The 
Tribunal  compared  the  particulars  contained  in  such  records  with  the  information  con- 
tained in  the  Schedule  dealing  with  exports  of  Intervention  Beef  to  Iraq  during  the  period 
September  1987  to  December  1988. 

Mons.  Christian  Peyron  the  Director  of  the  Meat  Department  of  LCT  and  Mr  Victor 
Broderick,  a  Meat  Inspector  employed  in  Ireland  by  LCT,  gave  evidence  before  the 
Tribunal. 

LCT  was  a  subsidiary  of  Bureau  Veritas.  Mons.  Peyron  explained  to  the  Tribunal  that  the 
Certificates  of  Inspection  issued  by  LCT  to  both  suppliers  and  Purchasers  was  a  private 
certificate  whereas  the  certificate  issued  by  Bureau  Veritas  is  a  public  document  issued  by 
them  and  recognised  by  the  EEC  as  providing  the  proof  of  import  required  for  payment 
of  Export  Refunds. 

LCT  had  entered  into  two  separate  contracts  with  the  two  Purchasing  Companies  in  Iraq 
viz  The  State  Company  for  Foodstuff  Trading  the  Iraqi  Company  for  Agricultural  Prod- 
ucts Marketing  to  carry  out  the  various  inspection  works  which  these  two  organisations 
required  them  to  carry  out  on  their  behalf  and  on  completion  thereof  and  based  thereon 
to  issue  an  Inspection  Certificate  which  was  not  to  be  issued  unless  the  inspected  commod- 
ities fully  complied  with  the  Supply  Contract  and  the  Letter  of  Credit  terms. 

It  appears  from  the  evidence  that  such  Inspection  Certificates  are  prepared  in  Paris  based 
on  information  supplied  by  him  or  one  of  his  fellow  inspectors. 

p^ed tESS?  ^  de'a"  C°mained     ^  Certif'Ca'eS'  '  »»»  °f  «  of  *«  * 
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INSPECTION  CERTIFICATE  NO  01061 

F  88.03.295  LCT  36880 

ORIGINAL  NO  1  PARIS  LA-DEFENSE,  LE  September  25th  1987 

LETTER  OF  CREDIT  NO.  19546/87/109  OF  RAFIDAIN  BANK  SAADOON  BRANCH 
CUSTOMER:  STATE  COMPANY  FOR  FOOD 

STUFF  TRADING  BAGHDAD  L/C    NO:       19546/87/109    OF   RAFIDAIN  BANK 

SAADOON  BRANCH 

CONTRACT  NO:  BL32/87 


SUPPLIER:        ANGLO  IRISH  BEEF  PACKERS  GROUP  LTD 

14  CASTLE  STREET  ARDEE  CO  LOUTH  IRELAND 


INSPECTION  DATES: 

09.09.87  -  22.09.87 

LOCATION: 

IRELAND 

COMMODITY: 

HIND  QUARTER  MEAT  OF  STEER 

QUANTITY: 

2055,7416  NET  M/TS 

TRANSPORT: 

M/V  PACIFIC  LADY 

REF: 

FLAG  DUTCH 

DEPARTURE: 

25.09.87 

FROM: 

GREENORE-IRELAND 

BILL  OF  LADING: 

DATED  25.09.87 

TO: 

MERSIN  -  TURKEY 

We  hereby  certify  that  we  have  inspected  the  animals  before  slaughtering  that  we  attended 
slaughtering  and  deboning  operations,  that  we  supervised  all  steps  until  meat  was  delivered 
and  loaded  into  the  holds  of  refrigerated  vessels  M/V  PACIFIC  LADY. 
We  found  the  animals  and  carcasses  according  to  specifications.  The  cuts  were  checked  and 
found  of  good  quality  according  to  specifications  of  supply  contract.  All  the  technical 
specifications  of  frozen  hind  quarter  meat  of  steer  have  been  fulfilled  by  ANGLO  IRISH 
BEEF  PACKERS  GROUP  LTD. 

CARTONS  :87  826 

NET  METRIC  TONNES  :2055,7416 
GROSS  METRIC  TONNES  .2149,3738 
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F.88.03.295  INSPECTION  CERTIFICATE  PAGE  2  LCT  36886 

ORIGINAL  NO  1 

LETTER  OF  CREDIT  NO.  19546/87/109  OF  THE  RAFIDAIN  BANK  SAADOON  BRANCH 
1..      INSPECTION  TN  SLAUGHTER  HOUSES  AND  DFBONING  HALLS 


Inspection  took  place  in  the  following  slaughterhouses  and  deboning  halls: 


SIT  ATTOHTFR  HOUSES 

EEC 

SLAUGHTER  HOUSES  EEC 

AIBP  (CAHIR) 

300 

KEPAK  LTD 

317 

AIBP  (NENAGH)  290 

HORGAN  MEATS  LTD 

330 

AIBP  (DUNDALK)  289 

LIFFEY  MEATS  (CAVAN)  LTD 

325 

AIBP  (BAGENALSTOWN) 

303 

WESTERN  MEAT  PRODUCERS  LTD 

342 

AIBP  (WATERFORD) 

344 

SHANNON  MEAT  LTD 

274 

AIBP  (DUBLIN) 

333 

AIBP  NEWRY 

NIS9 

KILDARE  CHILLING  CO. 

268 

FOYLE  MEATS  DERRY 

NIS10 

MASTER  MEAT  PACKERS 

AIBP  FERMANAGH 

NIS19 

(CLONMEL)  LTD 

336 

ARDS  MEAT  AND 

SLANEY  MEATS  LTD 

296 

LIVESTOCK  CO 

NIS36 

TUNNEY  MEAT 

PACKERS  LTD 

295 

JAMES  DOHERTY  LTD 

292 

MASTER  MEAT  PACKERS 

HALAL  MEAT  PACKERS 

(OMAGH  LTD) 

NIS4 

(BALLYHAUNIS) 

284 

ABBEY  MEAT  PACKERS  LTD 

NIS14 

LAGAN  MEATS  BELFAST 

NIS32 

DEBONING  HALLS 

EEC 

R  ANGELAND  MEATS  LTD  7 1 7 

AIBP  MEAT  PROCESSORS  (NI)  NIC  65 


II  -  QUALITY  AND  SPECIFICATIONS 
Commodity  :  HIND  QUARTER  MEAT  OF  STEER. 
SPECIFICATIONS:- 


n  '     a  ?r^f SS  STEER  MALE  Y0UNG  BULL  MEAT  FR0M  HIND  OUARTERS. 
"     ANIMAL  AGE  UP  TO  THREE  YEARS  MAX 

C"     ^^ilohK°ZEN  ^D  R°UND  CUT  0RIGINATING  FROM  THE  HINU 
QUARTERS  CUTS  NAME  (OUT  SIDE/KNUCKLES/SIRLOIN  RUMP/INSIDl 
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F.88.03.295  INSPECTION  CERTIFICATE  PAGE  3 

ORIGINAL  NO.  1 


LCT  36886 


LETTER  OF  CREDIT  NO  19546/87/109  OF  RAFIDAIN  BANK  SAADOON 


BRANCH 

We  found  the  meat  according  to  specifications  as  follows: 


The  hind  quarter  meat  of  steer  was  derived  from  healthy  cattle  in  good 
sound  conditions,  and  free  from  infections  and  contagious  diseases. 

The  slaughtering  of  the  animals  from  which  the  hind  quarter  meat  of 
steer  has  been  derived  was  carried  out  with  a  sharp  knife  according  to 
Islamic  Rites  with  full  bleeding. 

The  hind  quarter  meat  of  steer  was  well  and  quickly  deep  frozen 
according  to  modern  technical  methods  at  a  maximum  temperature  of 
minus  35  C  for  a  period  not  less  than  36  hours. 

The  hind  quarter  meat  of  steer  was  not  exposed  to  thawing  and 
refreezing  operations  at  any  stage  of  preparation  or  storage  or  transport. 

The  surface  of  the  hind  quarter  meat  of  steer  is  free  from  any  sticky 
substance,  fungus  and  bacteria  or  any  sign  of  putrefaction  rancidity  or 
abnormal  or  offensive  odour. 


5.  Cuts  are  shipped  without  skins,  heads,  legs,  entrails,  interior  fat,  kidney 
fat  and  tails. 

6.  Cuts  are  clean,  free  from  blood  and  refuses. 

7.  The  animals  were  examined  antemortem  and  postmortem. 

8.  The  relevant  hind  quarter  meat  of  steer  was  found  fit  for  human 
consumption  and  is  consumed  locally  by  people  of  the  producing 
country.  No  chemicals  were  added  to  the  meat,  and  the  meat  is  free  of 
hormones,  antibiotics,  preservatives. 

The  meat  does  not  exceed  radiation  levels  accepted  by  Iraq  and 
international  authorities  namely  370  Bqs  per  Kilo. 

>.       Price  :  including  interest  of        per  net  metric  ton. 

0.      The  time  period  from  slaughtering  process  at  the  country  of  origin  up 
to  arrival  at  Buyers  Stores  will  not  exceed  100  days. 

1  •      Dates  of  slaughter  and  inspection  :  from  09.09.87  -  22.09.87 
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F.88.03.295    INSPECTION  CERTIFICATE  PAGE  4  LCT  36886 

ORIGINAL  NO  1 

LETTER  OF  CREDIT  NO.  19546/87/109  OF  RAFIDAIN  BANK  SAADOON 
BRANCH 

III  -  PACKING  AND  MARKING 

A)  Each  cut  of  meat  is  tightly  wrapped  in  a  transparent  polyeytelene 
without  holes. 

B)  The  weight  of  each  carton  does  not  exceed  thirty  three  (33) 
kilograms  and  cartons  are  suitable  for  transportation  and 
exportation. 

COMMERCIAL  MARKING: 

The  cartons  have  been  marked  as  specified  in  Letter  of  Credit  NO.  19546/87/109 
of  RAFIDAIN  BANK  SAADOON  BRANCH. 

IV.  -  LOADING  SURVEY 

Loading  took  place  in  Greenore  -  Ireland. 

Loading  started  on  23.09.87  at  08  HRS  00 

Loading  completed  on         25.09.87  at  18  HRS  45 

V-  CONCLUSION 

Quality  and  specifications  of  this  shipment  on  M/V  PACIFIC  LADY  are 
in  compliance  with  contract  terms. 

LE  CONTROLE  TECHNIQUE 
Meat  Department. 
C.  Peyron 
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The  Certificates,  copies  of  which  were  made  available  to  the  Tribunal,  covered  the  period 
September  1987  to  July  1988. 

Mr  Broderick  in  the  course  of  his  evidence  said  that: — 

"(i)  his  job  was  to  ensure  that  the  meat  that  was  exported  to  Iraq  complied  with  the 
specifications  in  the  contract, 

(ii)  His  inspection  covered  the  slaughterhouse,  the  boning  hall,  the  cold  store,  pre- 
loading, the  ports  and  the  ships, 

(iii)  there  were  three  other  meat  inspectors  employed  in  Ireland  by  LTC, 

(iv)  In  the  lairage,  his  responsibility  was  to  ensure  that  the  animals  were  male,  in 
good  heath  and  not  more  than  three  years  old, 

(vi)  in  the  slaughterhouse,  his  responsibility  was  to  ensure  that  the  animals  were 
slaughtered  in  accordance  with  Islamic  Rites, 

(v)  in  the  cold  store,  he  was  obliged  to  see  that  the  temperature  was  correct,  that 
the  animals  were  male  and  that  the  meat  was  fresh, 

(vi)  in  the  boning  hall,  he  was  obliged  to  ensure  that  it  was  boned  in  accordance  with 
specifications  and  when  packaged  in  cartons  it  was  subjected  to  blast  freezing 
for  a  minimum  of  36  hours  before  being  placed  in  storage  on  pallets, 

(vii)  when  the  beef  was  about  to  be  exported  LCT  would  be  notified  of  the  point  of 
export  and  the  cold  stores  from  which  the  beef  would  be  transported, 

(viii)  they  would  go  to  the  cold  stores  again  to  check  the  meat,  take  random  samples 
and  record  the  numbers  of  the  cartons,  to  ensure  that  the  meat  being  exported 
was  the  meat  they  had  supervised, 

(xi)  they  would  be  present  at  the  point  of  export  to  check  the  unloading  of  the  meat 
and  its  re-loading  on  to  ships  :  again  to  ensure  that  the  meat  being  exported 
corresponded  with  the  meat  the  production  of  which  they  had  supervised." 


If  these  procedures  were  adopted,  then  LCT  would  be  in  a  position  to  issue  the  Inspection 
Certificates  and  to  give  the  information  therein  contained. 

LCT  was  the  only  company  in  Ireland  with  a  contract  with  the  said  Iraqi  Trading  Compan- 
ies to  inspect  and  certify  meat  for  export  to  Iraq. 

In  his  evidence  Mr  Broderick  agreed  that  if  the  system  of  inspection  which  is  outlined 
above  had  been  implemented  there  was  no  way  that  intervention  beef  could  have  gone  to 
Iraq  during  this  period  and  that ' 'under  no  circumstances"  would  he  have  certified  Inter- 
vention Beef  as  being  suitable  for  export  to  Iraq  in  compliance  with  the  contract. 

Mons.  Peyron  when  dealing  with  the  use  of  intervention  beef  for  export  to  Iraq  stated: 

"We  didn't  know.  We  haven't  seen  or  haven't  heard.  Had  we  heard  or  seen,  we  would 
have  told  Baghdad  and  stopped  issuing  certificates" 

However  the  uncontroverted  facts  remain,  that  between  September  1987  and  31st  of 
December  1988  AIBP  exported  24,391.83422  tonnes  and  Dantean  (Hibernian  Meats) 
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8,999.2874  to  Iraq.  No  reliance  whatsoever  can  be  placed  on  the  Certificates  issued  by 
L.C.T.  or  the  facts  contained  therein. 

Both  Mr  Larry  Goodman  and  Mr  Aidan  Connor  of  the  Goodman  Group  stated  that 
irrespective  of  the  terms  of  the  written  contracts  the  Iraqi's  were  fully  aware  of  the  fact 
that  intervention  beef  was  being  supplied  to  them  in  pursuance  of  the  contracts. 

Their  evidence  in  this  regard  is  confirmed  by  the  evidence  of  Mr  Oliver  Murphy  of  Hiber- 
nia  Meats  and  by  the  evidence  of  Mr  Naser  Taher  of  Taher  Meats  who  stated: — 

"that  so  far  as  the  Iraqi's  were  concerned  that  they  knew  they  were  purchasing  inter- 
vention beef". 

It  was  further  confirmed  by  a  letter  12/7/1993  received  by  the  Tribunal  from  the  French 
Company  CED  Viandes  which  was  a  major  supplier  of  beef  to  the  Iraqi  market  and  which 
was  the  majority  shareholder  in  Hibernia  Meats  Ltd  which,  inter  alia,  stated; 

"During  this  period  there  were  only  two  customers  for  beef  in  Iraq  namely  The  Iraqi 
Company  for  Products  Marketing  and  the  State  Company  for  Foodstuffs  Trading  — 
both  Iraqi  state  companies.  Given  that  between  (September  1980  to  July  1988)  Iraq 
was  at  war  with  Iran,  the  primary  concern  of  these  companies  was  to  secure  large 
quantities  of  beef  from  reliable  sources  at  the  right  price,  realising  that  it  is  not  easy 
to  supply  product  into  a  war  zone." 

Very  often  their  requirements  were  dictated  by  events  in  the  war  which  gave  rise  to 
sudden  surges  in  demand.  While  the  normal  process  was  for  the  Iraqis  to  source  beef 
by  way  of  public  tender,  on  occasion,  when  necessity  dictated,  they  would  approach 
certain  suppliers  (of  which  we  were  one)  in  a  form  private  tender  seeking  to  secure 
beef  on  an  urgent  basis. 

During  this  period  I  was  the  primary  person  in  CED  Viandes  responsible  for  conclud- 
ing such  contracts  and  I  had  the  closest  connection  with  Iraq. 

Although  we  were  supplying  beef  in  different  and  often  extreme  circumstances,  and 
although  the  needs  and  requirements  of  the  purchasers  changed,  the  two  state  com- 
panies were  obliged  to  use  standard  form  contracts  incorporating  regulations  and 
terms  which  they  could  not  be  seen  to  alter.  In  this  regard  the  contracts  concluded 
were  often  a  matter  of  form  rather  than  substance.  For  example,  the  term  in  such 
contracts  which  required  that  beef  be  not  more  than  90  days  old  when  it  arrived  at  the 
buyer's  store  was  a  term  adapted  from  national  Iraqi  regulations  concerning  supply  of 
beef.  Iraq  had  traditionally  experienced  difficulties  in  properly  freezing  beef  on  the 
domestic  market.  This,  of  course,  did  not  apply  to  beef  which  had  been  frozen  in 
Ireland  using  more  sophisticated  blast  freezing  facilities.  Such  a  term  was  not  appro- 
priate in  any  respect  for  contracts  to  be  filled  from  Ireland  yet  it  had  to  be  included. 

When  negotiating  such  contracts  we  would  say  to  the  Iraqis  that  we  could  not  guaran- 
tee that  we  would  comply  with  this  type  of  contract  stipulation  as  contained  in  the 
standard  form  contracts.  Once  the  representatives  of  the  two  state  companies  were 
satisfied  that  the  correct  amount  of  beef  could  be  supplied  at  the  right  price  within 
the  time  frame  stipulated  they  were  happy.  Their  response  was  invariably  to  the  effect 
of  "you  supply  the  beef  we  will  worry  about  the  domestic  regulations". 
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The  Iraqis  were  requesting  (and  obtaining)  deliveries  of  full  shiploads  of  beef  immedi- 
ately after  opening  Letters  of  Credit  and  consequently,  must  have  realised  that  the 
beef  was  being  supplied  from  existing  stock.  In  this  regard  I  am  satisfied  that  the 
Iraqis  knew  that  Irish  beef  to  be  supplied  under  the  contracts  would  be  sourced  from 
intervention  stocks.  This  meant  not  only  were  they  getting  the  beef  at  the  right  price 
but  also  that  it  would  be  of  a  uniformly  high  quality  and  specification.  I  am  aware 
that  during  this  period  representatives  from  Iraq  travelled  to  Europe  on  a  number  of 
occasions  to  observe  the  supply  process  and  were  aware  of  the  provenance  of  the 
beef.  They  were  also  keenly  aware  of  the  prices  of  intervention  beef  and  the  various 
market  support  schemes  operating  in  the  EC.  When  negotiating  price  and  delivery 
arrangements  in  particular  the  Iraqis  knew  that  the  beef  would  be  sourced  in  the 
main  from  stocks. 

Thus,  when  contracts  were  concluded  with  the  Iraqi  state  companies  the  important 
terms  of  the  contracts  were  quantity,  price  and  security  of  supply  (often  within  a  short 
time  period).  While  the  state  companies  were  prepared  to,  and  in  practice  did,  waive 
strict  compliance  by  us  with  certain  terms  of  the  standard  form  contracts,  this  was  not 
something  which  they  could  publicly  acknowledge  for  obvious  reasons." 

The  Tribunal  is  satisfied  having  considered  the  evidence  that  all  the  requirements  of  Regu- 
lation 2824/85  were  complied  with,  that  authority  for  the  repacking  and  relabelling  of  the 
beef  purchased  from  intervention  was  given  at  the  time  of  purchase  thereof,  that  notifica- 
tion of  the  time  and  place  of  such  repackaging  or  relabelling  was  given  by  or  on  behalf  of 
the  International  Division  to  the  Department  of  Agriculture  ,  that  the  repacking  and 
relabelling  occurred  in  such  places  and  at  such  times  as  were  notified  and  that  the  repack- 
ing and  the  relabelling  was  supervised  by  the  Agricultural  Officers  responsible  by  checking 
the  movements  into  the  plant  and  movements  out  and  recording  such  movements  and 
issuing  the  necessary  certificates  of  movements  in  regard  thereto.  The  actual  re-boxing 
was  not  supervised  on  a  permanent  basis  but  by  spot  checks.  And  evidence  has  been  given 
that  re-boxing  was  carried  out  when  no  Agricultural  Officer  was  present. 

While  the  Tribunal  is  satisfied  that  from  time  to  time  reboxing  did  occur  in  the  absence 
of  an  Agricultural  Officer  the  Tribunal  is  further  satisfied  that  such  re-boxing  or  re-pack- 
aging was  not  carried  out  deliberately  in  the  absence  of  an  AO  but  because  of  the  unavail- 
ability of  the  Agricultural  Officer  for  one  reason  or  another.  In  all  plants  the  number  of 
Agricultural  Officers  was  inadequate. 

As  it  was  the  intention  of  AIBP  to  claim  subsidies  by  way  of  export  refunds,  it  could  not 
have  been  in  the  interests  of  AIBP  not  to  comply  with  the  relevant  regulations  and  fail  to 
obtain  the  necessary  documentation  showing  compliance  therewith  which  were  necessary 
to  substantiate  claims  to  be  made  for  the  export  refund  subsidies. 

To  qualify  for  payment  of  export  refunds  a  clear  trail  of  the  meat  from  its  point  of  origin 
to  its  ultimate  destination  must  be  established. 

Once  the  meat  is  purchased  from  intervention,  the  only  obligation  on  the 
purchaser/exporter  is  to  preserve  its  identity  at  all  times  and  to  provide  evidence  that  it 
was  fit  for  human  consumption.  It  can  as  pointed  out  be  re-cut,  have  any  marking  thereon 
removed  and  re-packaged  to  suit  customer  requirements. 
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However  once  that  is  done,  Regulation  2730/79  requires  as  a  condition  for  payment  of 
refund,  that  the  product  has  been  imported  in  the  unaltered  state  into  a  non-member 
countries  for  which  a  refund  is  eligible. 

The  Department  of  Agriculture  was  at  all  times  aware  of  the  fact  that  the  beef  purchased 
by  the  Goodman  Group  during  1987  and  1988  was  intended  for  export  to  Iraq. 

The  CBF  was  also  aware  of  the  fact  that  beef  purchased  from  Intervention  stocks  was 
being  supplied  to  Iraq. 

On  the  30/9/1988,  the  CBF  (the  Irish  Livestock  and  Meat  Board)  prepared  a  briefing  note 
for  the  Department  of  Agriculture  in  anticipation  of  the  Irish-Iraqi  Joint  Commission 
Talks  due  to  be  held  in  Baghdad  in  November  1988. 
That  briefing  note  included  the  paragraph: — 

"In  recent  years  the  product  supplied  to  Iraq  has  largely  been  from  Intervention 
Stocks  with  some  APS.  The  market  is  mainly  for  frozen  hindquarter  boneless  cuts. 
As  the  stocks  of  Intervention  product  decline  the  market  is  likely  to  move  towards 
APS  and  possibly  forequarter  cuts  as  prices  rise.  The  type  of  beef  should  not  be 
mentioned  to  the  Iraqis.  At  present,  Islamic  slaughter  is  a  requirement  of  the 
market." 

This  information  was  for  inclusion  in  the  briefing  documents  for  the  delegation  to  the  said 
Commission,  including  Mr  Seamus  Brennan  TD,  Minister  for  Trade,  who  was  leading  the 
delegation. 

When  this  briefing  note  was  considered  by  the  Department  of  Agriculture  ,  this  paragraph 
was  removed  and  the  following  substituted: — 

"The  market  is  mainly  for  frozen  hindquarters,  boneless  cuts.  In  some  cases  the 
exporters  have  availed  of  the  EEC  Aids  to  Storage  Scheme  prior  to  export.  In  view 
of  rising  price  trends  there  may  be  some  move  towards  some  forequarter  cuts." 

It  is  significant  that  all  reference  to  the  use  of  Intervention  Beef  and  Islamic  slaughter  was 
excised  by  the  Department  of  Agriculture  from  the  briefing  note. 

The  explanation  given  for  such  excision  by  Mr  Joseph  Shorthall  the  Principal  Officer  in 
the  Department  of  Agriculture  who  had  made  the  alteration  in  the  document  was  that  he 
was.  aware  from  his  experience  at  that  time  that  there  was  going  to  be  a  significant  move 
away  from  intervention,  that  there  had  at  that  time  been  a  dramatic  decrease  in  the  quant- 
ities in  Intervention,  that  the  APS  Scheme  had  been  introduced  and  extended  and  that  it 
was  his  belief  that  in  respect  of  future  exports,  that  they  would  be  coming  from  a  combina- 
tion of  the  general  commercial  market  and  beef  placed  in-storage  under  the  1988  APS 
Scheme  and  that  his  purpose  in  amending  the  document  was  to  provide  briefing  material 
which  would  indicate  what  he  believed  "the  future  was  going  to  be"  rather  than  indicate 
what  had  happened  in  the  past. 

Irrespective  of  Mr  Shortfall's  amendment  of  the  document  to  be  included  in  the  briefing 
material  for  the  Minister  for  Trade,  Mr  Seamus  Brennan  TD,  it  still  purported  to  be  a 
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doc„men.  emanating  from  the  CBF  and  such  amendment  deprived  the  Minister  of  Trade 
of  the  information  that:— 

"In  recent  years  the  product  supplied  to  Iraq  has  largely  been  from  Intervention 

stock,  with  some  APS". 
Instead  of  this  important  information  the  Minister  and  delegates  were  told: 

"In  some  cases,  the  Exporters  have  availed  of  the  EEC  aids  to  private  storage  scheme 

prior  to  export". 

The  important  reference  to  the  fact  that  the  product  supplied  to  Iraq  had  largely  been 
from  Intervention  Stock  was  omitted. 

This  omission  was  of  major  significance  because  one  of  the  major  issues  to  be  discussed 
at  the  meeting  of  the  Irish-Iraqi  Joint  Commission  was  the  issue  of  increasing  of  beef 
exports  to  Iraq,  extending  this  period  of  credit  for  payment  in  respect  thereof  and  the 
provision  of  Export  Credit  Insurance  in  respect  thereof. 

It  appeared  from  the  evidence  given  at  this  Tribunal  that  in  reaching  his  decision  to  re- 
introduce Export  Credit  Insurance  in  respect  of  beef  exports  to  Iraq  in  1987  and  grant  the 
applications  for  Export  Credit  Insurance  to  Goodman  International  and  Hibernia  Meats 
in  1987  and  1988,  the  then  Minister  for  Industry  and  Commerce  and  now  Taoiseach  Albert 
Reynolds  TD  and  the  officials  of  his  Department  believed  that  the  beef  in  respect  of 
which  Export  Credit  Insurance  was  granted  for  export  to  Iraq  was  commercial  beef,  the 
purchase  and  processing  of  which  would  confer  substantial  benefits  on  the  Irish  Economy. 
This  fact  influenced  Mr  Reynolds  to  re-introduce  in  the  national  interest  Export  Credit 
Insurance  in  respect  of  beef  to  Iraq.  If  he  had  been  or  made  aware  of  the  fact  that  the 
beef  being  exported  was  largely  beef  purchased  from  Intervention  stock  with  little  if  any 
benefit  to  the  Irish  Agricultural  Economy  then  his  decisions  may  have  been  different. 


The  fact  that  the  beef  exported  to  Iraq  in  1987  and  1988  by  AIBP  and  Hibernia  Meats 
Ltd  consisted  of  beef  purchased  from  Intervention  stocks  was  a  fact  extremely  relevant  to 
any  neg°tiations  with  the  Iraqi  Government  who  were  in  1988  pressing  to  have  the  level 
of  Export  Credit  Insurance  available  for  Irish  exports  to  Iraq  increased. 

-Ther-substantial  benefits  which  could  accrue  to  the  Irish  economy  if  such  an  increase  were 
granted  were  dependant  on  the  sale  of  commercial  beef  and  not  on  the  sale  of  beef 
purchased  from  intervention  stock  and  the  situation  in  regard  to  the  amount  of  interven- 
ed? u-  in  the  contracts  should  have  been  disclosed  to  the  Minister  in  order  to 
t0  evaluate  the  benefits  to  the  Irish  economy  of  such  exports  and  their  entitle- 
nent  t0  or  qualification  for  Export  Credit  Insurance. 
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document  emanating  from  the  CBF  and  such  amendment  deprived  the  Minister  of  Trade 
of  the  information  that: — 
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This  omission  was  of  major  significance  because  one  of  the  major  issues  to  be  discussed 
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exports  to  Iraq,  extending  this  period  of  credit  for  payment  in  respect  thereof  and  the 
provision  of  Export  Credit  Insurance  in  respect  thereof. 

It  appeared  from  the  evidence  given  at  this  Tribunal  that  in  reaching  his  decision  to  re- 
introduce Export  Credit  Insurance  in  respect  of  beef  exports  to  Iraq  in  1987  and  grant  the 
applications  for  Export  Credit  Insurance  to  Goodman  International  and  Hibernia  Meats 
in  1987  and  1988,  the  then  Minister  for  Industry  and  Commerce  and  now  Taoiseach  Albert 
Reynolds  TD  and  the  officials  of  his  Department  believed  that  the  beef  in  respect  of 
which  Export  Credit  Insurance  was  granted  for  export  to  Iraq  was  commercial  beef,  the 
purchase  and  processing  of  which  would  confer  substantial  benefits  on  the  Irish  Economy. 
This  fact  influenced  Mr  Reynolds  to  re-introduce  in  the  national  interest  Export  Credit 
Insurance  in  respect  of  beef  to  Iraq.  If  he  had  been  or  made  aware  of  the  fact  that  the 
beef  being  exported  was  largely  beef  purchased  from  Intervention  stock  with  little  if  any 
benefit  to  the  Irish  Agricultural  Economy  then  his  decisions  may  have  been  different. 


The  fact  that  the  beef  exported  to  Iraq  in  1987  and  1988  by  AIBP  and  Hibernia  Meats 
Ltd  consisted  of  beef  purchased  from  Intervention  stocks  was  a  fact  extremely  relevant  to 
any  negotiations  with  the  Iraqi  Government  who  were  in  1988  pressing  to  have  the  level 
of  Export  Credit  Insurance  available  for  Irish  exports  to  Iraq  increased. 

™The-strbstHirtill benefits  which  could  accrue  to  the  Irish  economy  if  such  an  increase  were 
granted  were  dependant  on  the  sale  of  commercial  beef  and  not  on  the  sale  of  beef 
purchased  from  intervention  stock  and  the  situation  in  regard  to  the  amount  of  interven- 
tion beef  included  in  the  contracts  should  have  been  disclosed  to  the  Minister  in  order  to 
enable  him  to  evaluate  the  benefits  to  the  Irish  economy  of  such  exports  and  their  entitle- 
ment to  or  qualification  for  Export  Credit  Insurance. 

^  dear-  frbm  the  evidence  of  Mr  Laurence  Goodman  and  Mr  Aidan  Connor  of  Good- 
man International,  Mr  Oliver  Murphy  of  Hibernia  Meats  Ltd.,  and  confirmed  in  the  letter 
dated  the  12th  day  of  July  1993  from  its  parent  company  CED  Viandes  and  perhaps  more 
significantly  the  evidence  of  Mr  Naser  Taher  of  Taher  Meats,  that  the  Iraqi  customers 
were  aware  of  the  fact  that  intervention  beef  was  being  used  to  fulfil  a  substantial  portion 
°t  the  contracts  and  had  waived  compliance  with  the  terms  of  the  written  contracts. 
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The  EEC,  and  the  Beef  Management  Division  thereof  and  the  Department  of  Agriculture 
were  fully  aware  of  the  fact  that  intervention  beef  was  being  exported  to  Iraq  and  there 
was  no  abuse  of  the  Export  Refund  Subsidy  System  in  regard  to  these  exports. 

The  Tribunal  has  heard  evidence  from  many  witnesses  with  regard  to  the  appearance  of 
a  small  percentage  of  the  meat  being  reboxed  for  export  and  the  grottiness  of  the  cartons 
in  which  it  was  contained. 

Cartons  which  had  been  stored  in  Intervention  Cold  stores  for  an  extended  period  would 
of  necessity  be  damaged  and  present  a  grotty  appearance  and  meat  which  had  been  frozen 
for  such  a  period  would  not  be  as  attractive  in  appearance  as  fresh  meat  though  its  quality 
would  not  be  affected  thereby. 

The  allegations  made  by  Deputies  MacGiolla  and  Rabbitte  hereinbefore  referred  to  that; 

(i)  the  Goodman  Group  of  Compnaies  were  abusing  the  system  under  which  subsid- 
ies were  paid 

(a)  by  having  the  labels  on  meat  changed  in  different  parts  of  the  country  by  a 
team  moving  about  to  do  this  job  on  behalf  Goodman  Companies, 

(b)  by  the  maintenance  of  an  entire  production  line  in  Nenagh  designed  for 
taking  stamps  from  frozen  carcases  and  re-stamping  and  re-labelling  them, 
and 

(c)  by  carrying  out  repackaging  and  re-stamping  operations  in  Goodman  plants 
in  operations  heavily  subsidised  by  the  Irish  Taxpayer,  and  therby  putting 
Ireland's  reputation  for  quality  at  risk. 

were  based  on  a  lack  of  understanding  or  appreciation  of  the  Export  Refund  Subsidy 
System  and  Regulations,  the  EC  Regulations  with  regard  to  the  sale  of  beef  out  of  Inter- 
vention Stocks,  the  fact  that  the  beef  being  re-packaged  and  relabelled  was  such  interven- 
tion beef  and  the  re-packaging  and  relabelling  of  same  was  duly  authorised. 

Having  regard  to  the  quantities  involved,  the  volume  of  complaints  was  minimal  and  to  a 
considerable  extent  is  explained  by  the  facts  set  forth  above. 

The  meat  being  exported  was  certified  to  be  fit  for  human  consumption. 

There  was  no  breach  by  the  Goodman  companies  of  the  Regulations  governing  the  Export 
Sales  Refund  system  and  no  abuse  of  the  Scheme. 

(/)  Abuse  of  Intervention  Systems  by  use  of  bogus  stamps  to  alter  the  classification  of 
animals. 

On  the  ITV  programme  broadcast  on  the  13/5/1991  the  male  presenter  referred  to  the 
IB4  forms,  which  had  been  produced  in  the  Programme  and  went  on  to  say  that: — 

"World  in  Action  has  obtained  these  IB4  forms,  they  relate  to  Intervention  contracts 
at  one  Goodman  factory  in  1987.  Some  of  these  forms  have  been  duplicated  to  show 
an  increase  of  up  to  14  kilos  for  every  animal.  Payments  are  also  based  on  the  quality 
of  each  animal.  This  is  assessed  by  a  veterinary  official  who  marks  the  carcass  with 


Intervention  —  Waterford 


547 


an  indelible  grading  stamp.  The  stamps  are  the  property  of  the  officials,  who  keep 
them  securely  under  lock  and  key  in  each  factory" 

He  then  went  on  to  say  that: — 

"Goodmans  own  promotional  videos  made  great  play  of  this  official  grading  system." 

and  quoted  from  such  video  as  follows: — 

"Rigorous  inspection  and  grading  by  ministry  officials  followed  by  careful  selection 
and  assessment  by  the  companies  own  personnel  means  Anglo  Irish  customers  get 
the  beef  that  they  specify." 

The  male  presenter  then  went  on  to  say: — 

"But  in  Goodman  factories  they  used  their  own  bogus  stamps  to  change  the  grades". 

On  the  programme  Patrick  McGuinness  stated: — 

"It  was  very  easy  to  change  the  grades  with  a  knife  you  cut  off  the  grade  that  is 
marked  on  the  animal  and  you  can  then  put  any  other  grade  you  like  on  it.  You 
would  have  your  own  stamps  at  the  factory". 

He  further  stated  that: — 

"all  grading  stamps  were  supposed  to  be  tightly  controlled  by  the  Department  of 
Agriculture". 

In  the  course  of  his  evidence  before  this  Tribunal,  Mr  McGuinness  stated  that: — 

"(i)  Grading  stamps  are  held  by  the  Classification  Officer  of  the  Department  of 
Agriculture; 

(ii)  The  Classification  Officers  grade  the  animal  and  apply  a  Grading  Stamp  to  both 
the  hind  quarter  and  the  forequarter; 

(iii)  The  price  per  kilo  of  meat  being  sold  to  the  Intervention  Agency  depends  on 
the  classification; 

(iv)  There  were  five  intervention  grades  and  the  official  stamp  is  a  composite  one 
and  haS  the  five  grades  on  it  and  the  appropriate  one  is  applied." 

He  produced  and  identified  in  evidence  the  stamps  which  had  been  referred  to  and  shown 
on  the  ITV  programme  and  which  had  been  given  the  producers  thereof  by  him. 

He  stated  that:— 

"(i)  These  stamps  had  been  in  the  possession  of  John  Connolly,  the  Plant  Manager 
of  AIBP  Waterford; 

(ii)  They  would  be  given  for  use  to  George  Williams,  the  loading  bay  supervisor; 

(iii)  These  stamps  had  been  obtained  by  having  them  reproduced  by  cutting  off 
pieces  of  meat  from  carcases  upon  which  the  official  stamps  had  been  properly 
placed  and  duplicates  made; 
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(iv)  That  these  pieces  of  meat  had  been  cut  from  carcasses  by  Patsy  O'Halloran,  the 
Production  Manager; 

(v)  Patsy  O'Halloran  had  these  pieces  of  meat  in  the  office,  together  with  a  duplica- 
tion of  the  EC  344  stamp  and  a  duplication  of  the  Hal-Al  stamp  which  had  been 
stamped  on  a  certificate  in  the  office; 

(vi)  These  samples  were  sent  to  Gene  Lamb's  stationery  for  reproduction; 

(vii)  He  was  informed  by  Mr  Patsy  McGuinness  that  the  stamps  had  been  reproduced 
there." 

He  further  stated  that: — 
"(viii)  These  were  the  first  set  of  stamps  prepared  for  Waterford  when  he  was  there; 

(ix)  That  he  observed  the  process  of  cutting  the  original  stamp  off  the  carcase,  putting 
on  the  new  stamp,  the  removal  of  the  label  containing  the  killing  docket  details 
applied  to  the  forequarter  and  the  hindquarter  which  show  the  kill  number  plus 
the  grade  and  a  new  label  put  on; 

(x)  The  procedure  was  followed  for  the  purpose  of  placing  in  intervention  carcasses 
that  were  not  eligible  for  intervention." 

On  the  16th  day  of  October  1987,  Mr  William  O'Connor  an  Agricultural  Officer  on  duty 
at  AIBP  Waterford  loading  bay  observed  carcases  being  taken  out  of  the  chill  room  and 
being  cut  in  readiness  for  export  and  noticed  15  sides  with  similar  classification  marks  on 
them. 

The  said  stamps  appeared  to  be  wet  and  fresh  and  smaller  than  the  official  grading  stamps. 

He  contacted  Mr  Padraig  Feeney,  the  Classification  Officer  and  showed  the  carcasses  to 
him.  He  confirmed  that  the  stamps  were  wet,  were  smaller  than  the  official  stamps  and 
that  no  carcasses  had  been  re-graded  that  morning. 

He  sought  an  explanation  of  the  occurrence  from  Mr  Williams,  the  foreman  in  the  loading 
bay  and  Mr  O'Halloran,  the  Production  Manager  but  none  was  forthcoming. 

He  then  reported  the  incident  to  Mr  John  Comerford  who  in  company  with  another 
official  went  to  the  loading  bay  and  observed  that  by  this  time  the  bits  of  meat  with  the 
stamps  on  them  had  been  removed  from  the  carcasses  and  were  on  the  ground. 

The  carcases  were  still  there  but  the  stamps  had  been  removed.  On  the  instruction  of  Mr 
Michael  Staff  SAO,  detention  labels  were  placed  on  the  carcases. 

Mr  Staff  in  company  with  Mr  Andrew  McCarthy  went  to  the  loading  bay  and  observed 
the  15  hindquarters  hanging  on  a  rail:  on  one  of  them  was  a  stamp  CR3  and  there  were 
on  the  ground  under  them  pieces  of  meat  with  imprints  of  classification  stamps  on  them. 

On  comparing  the  genuine  classification  stamps  with  the  ones  on  the  meat,  the  ones  on 
the  meat  were  smaller. 
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The  matter  was  dealt  with  then  by  Mr  McCarthy. 

This  matter  had  been  reported  to  Mr  McCarthy  by  Mr  Feeney,  a  Classification  Officer, 
who  had  been  contacted  by  Mr  Willie  O'Connor. 

He  had  asked  George  Williams  to  hold  the  carcases  while  he  went  to  contact  Mr 
McCarthy. 

When  he  returned  he  found  that  some  of  the  carcases  had  been  quartered  and  loaded  on 
to  a  van,  the  stamps  cut  off  and  thrown  on  the  ground. 

Mr  Andrew  McCarthy  was  the  Regional  Supervisor  and  responsible  for  the  classification 
operation  in  a  number  of  plants  in  the  South  East  including  AIBP  Waterford. 

When  he  arrived  on  the  scene  he  observed  that: 

(i)  the  stamps  were  not  the  classification  stamps  used  by  the  Department. 

(ii)  they  were  smaller  and  had  a  different  surrounding  pad. 

(iii)  some  of  the  carcasses  were  being  put  in  a  van  and  the  stamps  were  being  removed 
from  them. 

Mr  McCarthy  then  requested  Mr  Williams  to  detain  the  carcases  but  he  refused  and 
continued  loading  the  van. 

Mr  McCarthy  then  threatened  to  involve  the  Gardaf  and  the  owner  of  the  van  said  that 
he  didn't  want  the  carcases  anyway. 

Mr  Williams  then  left  the  loading  bay  but  before  he  left  he  removed  the  intervention 
stamps  from  the  carcasses  in  the  van  from  which  the  stamps  had  not  previously  been 
removed. 


Mr  McCarthy  stated  that  the  carcases  were  non-intervention  type  carcases,  were  poor 
quality  and  would  not  qualify  for  intervention. 

The  classification  on  the  labels  corresponded  to  the  stamps  on  the  carcases  but  Mr  McCar- 
thy stated  that  the  labels  were  incorrect,  he  wouldn't  expect  any  Classification  Officer  to 
put  that  type  of  classification  on  these  carcases,  that  they  were  not  border-line  cases  but 
considerably  out  of  the  intervention  categories. 

Mr  McCarthy  then  discussed  the  incident  with  Mr  Connolly,  the  Plant  Manager  and  Mr 
McGuinness. 

Mr  Connolly  refused  to  accept  that  the  stamps  were  different  whereas  Mr  McGuinness 
did. 

Mr  McCarthy  suspended  intervention  classification  at  the  plant  and  when  contacted  on 
the  'phone  by  Mr  Gerry  Thornton  of  the  Meat  Division  indicated  that  he  would  not  permit 
the  resumption  of  such  classification  until  the  stamps  were  found  and  handed  over. 
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Mr  Thornton  did  not  accept  that  there  were  any  bogus  stamps  in  the  factory  but  undertook 
to  investigate  the  matter. 

Mr  McCarthy  contacted  his  superior  Mr  Dermot  Ryan  of  the  Department  of  Agriculutre 
and  informed  him  of  what  had  been  discussed  and  the  action  taken  in  the  suspension  of 
intervention  classification. 


Mr  Ryan  agreed  with  the  suspension  but  at  about  4  pm.  he  contacted  Mr  McCarthy  and 
informed  him  that  he  had  been  talking  to  Mr  Thornton  and  his  own  superiors  and  directed 
that,  though  the  bogus  stamps  had  not  been  discovered,  that  as  there  was  200  cattle  in  the 
plant  the  kill  and  classification  should  proceed. 

It  appears  from  Mr  Dermot  Ryan's  evidence  on  this  issue  that: — 

"(i)  when  Mr  McCarthy  withdrew  classification  at  10  a.m.  he  reported  the  matter  to 
him; 

(ii)  he  at  that  time  was  in  the  AIBP  plant  at  Ravensdale  and  reported  the  matter  by 
telephone  to  the  Beef  Division  at  the  Department  of  Agriculture  but  was  unable 
to  obtain  any  real  guidance  on  this  matter  as  the  responsible  people  were  in 
Brussels; 

(iii)  as  he  was  in  the  AIBP  plant  at  Ravensdale,  he  discussed  the  matter  on  a  number 
of  occasions  during  the  day  with  Mr  Peter  Goodman  and  Mr  Gerry  Thornton 
who  couldn't  explain  the  stamp  markings  on  the  carcases  but  undertook  to 
investigate  the  matter; 

(iv)  he  was  concerned  about  the  number  of  cattle  in  the  lairage  at  Waterford  and 
suggested  that  they  be  moved  to  Cahir  or  Bagenalstown; 

(v)  when  this  proved  impractical  he  authorised  resumption  of  the  kill  and  classifica- 
tion of  carcases  at  4  p.m" 

Mr  Thornton  stated  that  he  carried  out  an  investigation  but  was  unable  to  ascertain  who 
was  responsible. 

The  Tribunal  had  dealt  with  this  matter  in  some  detail  because: — 

(i)  it  establishes  the  use  of  bogus  stamps  at  the  AIBP  plant  in  Waterford; 

(ii)  it  establishes  that  the  stamps  were  applied  either  in  the  chill  room  or  as  the  carc- 
ases were  being  taken  out  of  the  chill  room; 

(iii)  it  established  that  in  addition  to  the  stamps  being  applied  to  the  carcases  the 
original  labels  containing  the  kill  number  and  grades  were  replaced;  and; 

(iv)  the  effect  of  such  changes  in  the  stamping  on  the  carcase  and  the  labels  attached 
thereto  was  to  give  the  appearance  that  the  carcases  were  eligible  for  intervention 
when,  according  to  Mr  McCarthy  they  obviously  were  not; 

(v)  the  action  taken  by  Mr  McCarthy  in  stopping  the  kill  and  classification  was  indic- 
ative of  the  seriousness  of  the  irregularity; 

(vi)  it  confirms  the  evidence  of  Mr  McGuinness,  particularly  at  (ix)  above; 
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Mr  Connolly,  the  Plant  Manager,  in  evidence  stated  that: — 

"(i)  he  knew  nothing  about  the  stamps  or  how  they  made  their  way  into  the  plant; 

(ii)  they  were  not  kept  in  his  office;  and 

(iii)  he  did  not  know  who  used  them  on  that  particular  day; 

(iv)  investigations  were  carried  out  but  they  were  unable  to  locate  the  stamps  or 
identify  anybody  who  may  have  put  the  stamps  on  the  beef." 

Mr  Gerry  Thornton  stated  in  evidence  with  regard  to  this  issue  that: — 

"(i)  while  in  Longford  on  the  morning  of  the  16th  October  1987  he  received  a  call 
from  Mr  Connolly  on  his  car  phone  and  as  the  reception  was  poor,  he  stated  that 
he  would  ring  the  factory; 

(ii)  in  doing  so,  he  spoke  to  Mr  McGuinness  who  informed  him  that: 

(a)  classification  had  been  withdrawn  because  carcases  had  been  found  on  the 
loading  bank  with  stamps  that  seemed  to  be  different  from  the  normal  stamp; 

(b)  200  cattle  could  not  be  slaughtered  because  of  the  withdrawal  of  the  classifica- 
tion process; 

(iii)  he  immediately  contacted  Mr  McCarthy  the  Regional  Classification  Officer  in 
Waterford  who  informed  him  that  bogus  grading  stamps  had  been  used  on 
carcases; 

(iv)  he  informed  Mr  McCarthy  that  he  did  not  believe  that  this  could  have  happened 
and  undertook  to  investigate  the  incident  in  addition  to  the  investigations  being 
carried  out  by  Mr  McCarthy; 

(v)  he  subsequently  spoke  to  Mr  Dermot  Ryan  in  Ravendsdale  and  reiterated  his 
position; 

(vi)  he  discussed  the  problem  with  regard  to  the  200  cattle  which  had  been  held  back 
from  slaughter  and  eventually  it  was  agreed  to  have  the  kill  resumed  rather  than 
having  the  cattle  kept  in  pens  over  the  weekend; 

(vii)  he  carried  out  an  investigation  but  was  unable  to  locate  the  stamps  or  to  ascertain 
who  had  applied  them." 

Both  Mr  Connolly's  and  Mr  Thornton's  evidence  is  at  complete  variance  with  and  contra- 
dictory to  the  evidence  of  Mr  McGuinness  who  stated  that: — 

"(i)  after  the  incident  occurred  Mr  Connolly  came  to  his  (Mr  McGuinness)  office  and 
told  him  what  had  happened; 

(ii)  from  his  office  Mr  Connolly  contacted  Mr  Gerry  Thornton  by  phone  and  informed 
him  of  the  problem  and  then  returned  to  his  (Connolly's)  office; 

(iii)  some  fifteen  minutes  later  he  (Mr  McGuinness)  was  contacted  on  the  phone  by 
Gerry  Thornton; 

(iv)  he  informed  Gerry  Thornton  of  what  had  happened; 
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(v)  Gerry  Thornton  was  ringing  in  the  car  phone  and  as  his  signal  faded  he  had  to 
ring  again,  about  four  times  in  all; 

(vi)  by  the  end  of  the  phone  calls  he  had  instructed  Mr  McGuinness  to  remove  the 
stamps  from  the  plant; 

(vii)  he  knew  that  the  stamps  were  kept  in  Mr  Connolly's  office  in  the  right  hand  side 
desk  drawer; 

(viii)  he  went  to  John  Connolly's  office,  informed  him  of  his  conversation  with  Gerry 
Thornton,  collected  the  stamps  from  John  Connolly  and  brought  them  to  his 
home." 

During  the  course  of  his  cross-examination  by  Counsel  for  the  Goodman  Group  of  com- 
panies he  stated  that: — 

"(i)  he  had  handled  the  stamps  before  the  16th  October  1987; 

(ii)  on  a  few  occasions  when  George  Williams  would  be  using  them  he  went  with  him 
and  held  the  stamp  in  the  chill  room; 

(iii)  he  did  this  to  get  a  knowledge  of  what  was  going  on  in  the  line  of  production; 

(iv)  he  brought  the  IB4s  and  the  stamps  home  because  of  Gerry  Thornton's  instruction 
to  "get  rid  of  the  stamps." 

Counsel  for  the  Goodman  Group  however  suggested  to  Mr  McGuinness  that  it  was  he, 
Mr  McGuinness,  who  had  acquired  the  stamps  in  the  first  place;  that  he  had  phoned  Mrs 
Susan  McGuinness,  the  wife  of  Patsy  McGuinness  (no  relation),  asking  her  to  arrange  to 
get  some  stamps  made  for  him;  that  she  agreed  to  do  this:  that  he  sent  to  her  details  of 
five  stamps  on  a  plain  sheet  of  paper:  that  she  arranged  to  have  them  made  in  Dundalk: 
that  when  they  were  ready,  they  arranged  to  meet  in  the  car  park  of  a  hotel  outside 
Dundalk:  that  the  package  containing  the  stamps  were  handed  over  to  him  and  he  paid 
£71.06  for  them. 

Mr  McGuinness  denied  ordering  the  stamps  or  submitting  any  material  in  regard  thereto 
to  Mrs  McGuinness  but  does  admit  to  a  vague  recollection  of  collecting  some  package. 

Mrs  McGuinness  gave  evidence  in  support  of  the  suggestions  put  to  Mr  McGuinness  by 
Counsel  and  said  that  the  details  of  the  stamps  were  C03,  C04,  CR3,  CR4  and  CU3  and 
were  obtained  from  Devaney's  in  Dundalk. 

It  is  clear  from  the  evidence  adduced  before  this  Tribunal  that  the  five  rubber  stamps  were 
ordered  from  Devanney  Supplies  Ltd  of  Dundalk  and  manufactured  by  August  Engraving 
Company. 

At  different  times  this  company  manufactured  for  AIBP,  Arabic  stamps,  and  stamps  indic- 
ating the  numbers  allocated  to  plants  by  the  EEC. 

In  the  course  of  his  evidence  before  this  Tribunal  Mr  Gerry  Thornton  stated  that: — 

"From  the  evidence  of  Mrs  Susan  McGuinness  it  is  now  my  belief  that  Mr  McGuin- 
ness procured  and  used  the  bogus  grading  stamps  himself". 
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This  is  an  attempt  by  the  Senior  Management  of  the  Goodman  Group  to  disassociate 
itself  from  any  irregularities  or  improper  practices  in  plants  under  their  control. 

It  is  not  supported  by  the  facts. 

John  Meaney  was  employed  by  AIBP  at  Waterford  from  September  1987  to  March  1991. 
He  was  eighteen  years  of  age  when  he  started  work  in  the  loading  bay  and  worked  there 
until  September  1988  when,  during  the  Iranian  contracts  season  he  worked  at  the  killing 
scales. 

During  this  period  the  slaughtering  of  cattle  according  to  the  Islamic  Rite  would  be  carried 
out  by  an  Iranian  slitting  the  throat  of  the  animal.  Depending  on  the  grade  of  the  animal, 
the  animal  would  be  stamped  with  an  Iranian  stamp.  This  stamp  was  kept  by  an  Iranian 
Inspector. 

While  he  was  engaged  on  this  work  he  was  asked  by  Mr  John  Connolly  to  make  a  copy 
of  the  Iranian  stamp  on  a  piece  of  paper. 

On  one  occasion  when  the  Iranian  left  the  scales  to  visit  another  part  of  the  plant,  he  left 
the  stamp  at  the  scales. 

Mr  Meaney  stated  that  he  took  the  stamp,  imprinted  it  on  a  piece  of  white  paper  and  gave 
the  white  paper  to  Mr  Connolly. 

Subsequently  a  stamp  became  available  and  was  used  by  factory  operatives,  under  the 
instruction  of  either  Mr  Connolly,  John  Kelleher  or  Patsy  O'Halloran,  in  the  absence  of 
the  Iranian  Inspector. 

One  or  other  of  these  Managers  was  present  when  the  stamp  was  being  used  and  they 
would  indicate  the  carcases  which  were  to  be  stamped  and  this  was  done  either  in  the 
chillers  in  the  early  morning  or  in  the  loading  bay. 

Mr  Meaney's  evidence  is  accepted  by  the  Tribunal,  and  establishes  Mr  Connolly's  involve- 
ment in  procuring  of  a  bogus  Iranian  stamp  and  his,  Mr  Kelleher's  and  Mr  O'Halloran's 
involvement  in  the  use  to  which  it  was  applied. 

The  plant  at  Waterford  was  not  the  only  one  in  respect  of  which  there  was  evidence  of 
the  use  of  bogus  stamps  for  various  purposes. 

Mr  Frank  Whelan  gave  evidence  before  the  Tribunal  that: — 

"(i)  he  had  been  employed  as  a  factory  worker  in  the  AIBP  Plant  at  Nenagh; 

(ii)  during  this  period  he  did  various  jobs  at  the  Plant; 

(iii)  before  he  left  the  factory  he  was  engaged  in  the  boning  and  trimming  of  beef; 

(iv)  when  engaged  in  the  trimming  of  beef  for  the  'Arab  trade',  an  Islamic  Inspector 
was  present  and  would  stamp  the  carcases  which  he  accepted; 
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(v)  he  and  another  worker  were  trimming  beef,  the  production  manager  spoke  to  the 
other  worker,  who  said  to  Mr  Whelan  that  he  had  to  get  the  stamp  from  the 
Inspector  for  a  few  minutes; 

(vi)  sometime  later  when  the  production  line  stopped,  the  worker  took  the  stamp 
ostensibly  for  the  purpose  of  washing  the  fat  off  it; 

(vii)  he  did  so  at  a  hose  situated  in  a  corner  of  the  slaughterhouse;  then  went  into  the 
offal  room  :  when  he  returned  from  the  offal  room  he  again  washed  the  stamp 
before  returning  it  to  the  Iranian  Inspector; 

(viii)  he  told  Mr  Whelan  that  the  production  manager  had  made  an  impression  of  the 
stamp  on  a  cardboard  box; 

(ix)  subsequently  an  Islamic  stamp  became  available  to  workers  in  the  plant  who 
applied  it  to  carcases  which  had  been  rejected  by  the  inspector; 

(v)  he,  Mr  Whelan,  used  the  stamp  on  a  number  of  occasions  in  the  absence  of  the 
Islamic  Inspector,  usually  in  the  chill  room,  early  in  the  morning  at  the  direction 
of  the  production  manager." 

Another  example  with  regard  to  the  use  of  bogus  stamps  was  discovered  in  the  AIBP 
plant  in  Cloghran/Ballymun  on  the  7th  day  of  December  1987. 

John  Mitchell,  an  Agricultural  Officer  was  engaged  on  lambing  duties  of  the  plant  when 
he  was  approached  by  a  factory  employee  who  wanted  to  borrow  an  ink-pad.  When  asked 
the  purpose  for  which  it  was  required  he  stated  that  it  was  for  stamping  lambs  heads,  Mr 
Mitchell  asked  him  did  he  require  the  stamp  and  was  informed  that  he  already  had  a 
stamp. 

Mr  Mitchell  reported  this  incident  to  his  superiors. 

Mr  Patrick  Connolly,  the  Veterinary  Inspector  at  the  Plant  stated  in  evidence  that: — 
"(0  Mr  Mitchell  reported  that  he  had  found  an  employee  with  a  bogus  health  stamp; 

(ii)  health  stamps  are  the  standard  health  stamps  used  by  the  Department  of  Agricul- 
ture to  stamp  carcasses  and  labels; 

(iii)  these  stamps  contained  the  code  number  of  the  Plant  (333  in  this  case),  the  letters 
EEC  and  IRELAND; 

(iv)  Mr  Matthews  went  to  the  factory  store  and  recovered  a  second  stamp  and  an 
invoice  from  August  Engraving  Company  in  Burgh  Quay,  which  showed  3  stamps 
had  been  ordered  from  them  by  AIBP  Ballymun; 

(v)  he  retained  possession  of  the  two  bogus  stamps  for  the  best  part  of  two  years, 
when  he  destroyed  them." 

Mr  Connolly  reported  the  matter  to  his  superior  Mr  Bennett  SVI  but  no  action  was  taken. 

Mr  Delaney,  the  manager  of  the  plant,  told  them  that  he  didn't  know  anything  about  it. 
It  was  the  foreman  in  the  sheep  division  who  ordered  the  stamps. 
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Though  it  appears  that  this  incident  was  not  regarded  by  Mr  Connolly  as  a  serious  matter, 
which  the  Tribunal  finds  difficult  to  understand,  it  clearly  shows  that  bogus  health  stamps 
were  ordered  on  behalf  of  AIBP  Ballymun  and  used  or  sought  to  be  used  by  their 
employees.  There  can  be  no  innocent  explanation  for  the  deliberate  ordering  and  use  of 
bogus  stamps. 

The  Tribunal  in  the  section  of  its  Report  dealing  with  the  "Eirfreeze  Investigation"  has 
referred  to  the  use  of  a  bogus  CU2  stamp  at  the  AIBP  plant  in  Nenagh  and  at  the  Eirfreeze 
Cold  Store. 


Both  Deputy  Rabbitte  and  Deputy  Spring  had  in  the  course  of  speeches  in  Dail  Eireann 
on  the  28th  August  1990  and  the  15th  day  of  May  1991  referred  to  the  conviction  of  Mr 
N.  Quinn,  who  was  described  as  a  close  aide  of  Mr  Goodman,  in  1987.  Mr  Quinn  on  the 
17th  day  of  September  1987  pleaded  guilty  to  the  charge  that: — 

"On  or  about  the  28th  day  of  October  1983  at  the  Department  of  Agriculture,  at 
Agriculture  House,  Kildare  Street,  Dublin  2  in  the  County  of  the  City  of  Dublin  did 
utter  to  Gabriel  Curley  there,  forged  documents  to  wit  seven  Forwarders,  Bills  of 
Lading  and  eight  European  Economic  Community  Customs  Entry  Certificates  known 
as  Annex  11  Proof  forms,  knowing  them  to  be  forged  and  with  intent  to  defraud 
contrary  to  Section  6(1)(2)  of  the  Forgery  Act  1913." 

This  matter  has  been  dealt  with  by  the  appropriate  Court  and  its  relevance  before  this 
Tribunal  is  that  the  proceedings  which  led  to  the  conviction  arose  out  of  the  discovery  by 
a  Customs  and  Excise  official  of  the  Foreign  Post  Section,  Cork  on  the  19th  day  of  Sep- 
tember 1983,  of  an  undeclared  package  addressed  to  Coleman's  Printer's,  Clarkes  Bridge 
Cork.  Having  received  authority  from  this  addressee,  he,  on  the  28th  September,  1983, 
opened  the  package  and  discovered  that  it  contained  two  rubber  hand  stamps.  Having 
made  an  impression  he  realised  that  they  were  East  London  (South  Africa)  Customs 
stamps.  He  then  ascertained  from  the  consignee  that  they  had  been  ordered  by  Cahir 
Meat  Packers,  Limited,  Cahir  Co  Tipperary.  He  was  then  authorised  to  and  did  release 
the  stamps  to  Coleman  Printers. 

Mr  Hickey  of  the  Beef  Export  Refunds  Section  of  the  Department  of  Agriculture  was 
informed  by  telephone  of  the  importation  of  the  two  East  London  stamps  by  Coleman 
Printers  Ltd  to  the  order  of  Cahir  Meat  Packers  Ltd  and  requested  by  Customs  and  Excise 
to  inspect  record  of  claims  lodged  for  payment  of  Export  Refunds  to  establish  if  any  such 
claims  had  ben  lodged  by  Cahir  Meat  Packers  Ltd  in  respect  of  exports  of  beef  to  South 
Africa  as  East  London  is  a  port  in  that  country  and  if  so,  to  inspect  all  documents  sup- 
porting such  claims  for  the  presence  thereon  of  impressions  of  East  London  Customs 
stamps. 

On  the  28th  day  of  October  1983,  Mr  Curley  of  the  Department  of  Agriculture  had 
received  from  a  representative  of  Cahir  Meat  Packers  Ltd  documentation  including  Proof 
of  Import  (Annex  11)  and  transport  documents  (Bills  of  Lading)  in  respect  of  a  claim  for 
Export  Refunds  relating  to  the  consignment  of  eight  container  loads  of  boneless  beef 
exported  by  the  company  to  South  Africa,  the  amount  involved  being  approximately 
£150,000. 
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A  comparison  of  the  impressions  taken  of  the  stamps  discovered  in  the  Cork  Foreign  Post 
Section  and  those  appearing  on  the  Annex  lis  and  Forwarders  Bills  of  Lading  presented 
by  Cahir  Meat  Packers  to  the  Department  of  Agriculture  as  proof  of  the  arrival  of  the 
beef  in  South  Africa  disclosed  that  the  impressions  on  the  latter  documents  were  made 
by  one  of  the  stamps  which  had  been  released  by  the  Customs  and  Excise  official  in  Cork, 

Inquiries  made  disclosed  that  these  stamps  were  ordered  by  the  then  Transport  Manager 
of  AIBP  Cahir  with  the  consent  of  Mr  Quinn  at  the  request  of  their  consignee. 

As  this  matter  has  been  dealt  with  by  the  Circuit  Criminal  Court,  the  Tribunal  does  not 
intend  to  deal  further  with  the  facts  but  it  is  a  further  illustration  of  the  ordering,  procuring 
and  use  of  bogus  stamps  for  an  illegal  purpose. 

The  Tribunal  has  dealt  with  these  five  incidents  for  the  purpose  of  illustrating  that,  at 
least,  it  was  not  unusual  for  different  plants  to  order  and  use  duplicate  and/or  bogus 
stamps  and  that  their  use  was  not  confined  to  Waterford  during  the  time  Mr  McGuinness 
was  employed  there. 

The  Tribunal  is  prepared  to  accept  that  the  bogus  stamps  provided  by  Mr  McGuinness  on 
the  ITV  programme  were  ordered  from  his  office,  either  by  himself  or  Mr  Patsy  O'Hallo- 
ran,  the  Production  Manager  but  if  ordered  by  Mr  McGuinness,  it  was  at  the  request  of 
Mr  O'Halloran,  who  had  brought  the  materials  necessary  for  the  preparation  of  the  "art 
work",  upon  which  the  duplicate  stamps  were  prepared,  to  the  office  as  described  by  Mr 
McGuinness. 

It  may  well  be  that  when  the  bogus  stamps  were  ready  for  collection,  Mrs  McGuinness 
contacted  Mr  McGuinness's  office  in  Waterford  and  that  he  arranged  to  collect  them  from 
her  though  it  is  difficult  to  understand  the  necessity  for  the  unusual  arrangements  for  their 
collection  though  the  Tribunal  is  not  convinced  of  this. 

It  is  not  of  fundamental  importance  whether  or  not  Mr  McGuinness  himself  ordered  and 
collected  the  stamps.  If  he  did  so  he  was  acting  on  behalf  of  AIBP,  not  on  his  own  behalf. 

He  was  employed  by  AIBP  in  Waterford  as  the  financial  accountant  and  in  charge  of  the 
office  staff  with  administrative  duties. 

While  he  was  interested  in,  he  had  no  role  to  play  in  the  production  activities  of  the  plant 
and  could  not  interfere.  Mr  Connolly  was  the  Plant  Manager,  Mr  O'Halloran  was  the 
Production  Manager  and  Mr  George  Williams  was  the  foreman  of  the  loading  bay  and  it 
is  inconceivable  that  Mr  McGuinness  could  have  interfered  with  the  activities  of  the  Plant 
by  producing  and  using  bogus  stamps  without  their  knowledge  and  approval. 

Having  regard  to  all  the  circumstances,  the  Tribunal  is  satisfied  that: 

(i)  the  Plant  Manager  Mr  Connolly  was  fully  aware  of  the  existence  of  the  stamps; 

(ii)  he  kept  custody  of  them  and  released  them  for  use  as  required; 

(iii)  the  stamps  were  used  with  his  approval; 
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(iv)  the  purpose  of  the  use  of  the  bogus  grading  stamps  was  to  upgrade  the  classifica- 
tion of  carcases  to  render  them  eligible  for  intervention; 

(v)  the  stamps  were  removed  from  Mr  Connolly's  office  by  Mr  McGuinness  on  the 
instructions  of  Mr  Gerry  Thornton;  and; 

(vi)  there  is  no  basis  for  the  suggestion  made  by  Mr  Thornton  in  his  evidence  that  the 
bogus  grading  stamps  were  used  by  Mr  McGuinness  himself  and  by  no  other 
person. 

The  Tribunal  has  not  received  any  other  evidence  in  respect  of  the  use  of  bogus  official 
stamps  but  is  satisfied  that  they  were  used  in  Waterford  until  their  use  was  discovered  on 
the  16th  October  1987,  in  Nenagh  and  at  the  Eirfreeze  Cold  Store  as  described  in  this 
Report  and  bogus  East  London  Customs  stamps  were  procured  by  AIBP  Cahir  in  Sep- 
tember 1983. 

These  incidents,  serious  though  they  are,  are  not  sufficient  to  justify  a  finding  by  the 
Tribunal  that  the  use  of  bogus  grading  stamps  was  institutionalised  throughout  all  the 
AIBP  plants. 

(g)  Alleged  removal  of  Classification  Officer 

It  has  already  been  pointed  out  during  the  course  of  this  Report  there  are  five  grades  of 
animals  eligible  for  intervention  and  the  grading  thereof  is  the  responsibility  of  the  Depart- 
ment of  Agriculture. 

Grading  is  important  because  the  amount  of  payment  to  the  farmer  and  to  the  processor 
depends  on  the  grade  allocated  to  each  animal. 

Classification  is  to  some  extent  a  subjective  exercise  based  as  it  is  on  visual  inspection  of 
the  carcase  and  disputes  arose  from  time  to  time  between  Classification  Officers  and  those 
aggrieved  by  the  Classification,  the  farmer  and  the  processor. 

ft  is  of  importance  that  the  independence  and  the  integrity  of  the  Classification  Officers 
be  maintained  and  supported  in  the  performance  of  their  duties  and  that  they  should  not 
be  subjected  to  intimidation  by  factory  personnel  or  management. 

In  the  course  of  the  statement  submitted  by  Mr  McGuinness  to  the  Tribunal  he  stated 
that:— 

"I  believe  at  least  one  grading  official  —  Patrick  Feeney  —  was  transferred  from  the 
Waterford  plant  because  he  had  become  too  obstreperous". 

In  the  course  of  his  evidence  Mr  McGuinness  stated,  with  regard  to  grading  stamps 
abuses,  that: — 

"The  only  situation  where  I  ever  became  aware  that  the  Department  of  Agriculture 
officials  were  aware  to  some  abuses  going  on,  was  in  Waterford.  That  came  about  as 
a  result  of  a  series  of  incidents.  First  of  all  there  was  a  general  suspicion  within  the 
A.O.'s  of  the  location,  by  a  Classification  Officer  on  several  occasions  refusing  to 
grade  the  animals  and  some  incidents  with  grading  the  animals  with  a  huge  amount 
of  stamps". 
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Mr  McGuinness  had  forgotten  the  name  of  the  Classification  Officer  concerned:  he  had 
been  the  individual  who  had  stopped  stamping  or  he  had  been  over-stamping  and  accord- 
ing to  Mr  McGuinness'  evidence: — 

"there  was  considerable  determination  within  the  plant  between  John  Connolly  and 
Gerry  Thornton  to  try  and  get  him  removed". 

In  reply  to  a  question  by  the  Tribunal  he  stated  that  the  particular  Classification  Officer 
had  been  removed. 

It  transpired  however,  that  no  grading  or  Classification  Officer  had  been  removed  from 
Waterford  and  this  illustrates  the  difficulty  of  dealing  with  Mr  McGuinness'  evidence  some 
of  which  is  based  on  hearsay  and  some  on  what  he  himself  actually  observed. 

It  appeared  from  the  cross-examination  of  Mr  McGuinness  by  Counsel  for  the  State 
Authorities  that  the  Agricultural  Officer  who  had  multiple  stamped  the  carcases  to  ensure 
that  the  stamp  could  not  be  removed  was  one  Martin  Long  and  not  Padraig  Feeney  as  Mr 
McGuinness  had  believed  and  that  no  complaints  had  been  made  about  him  and  he  had 
not  been  removed  from  Waterford. 

Mr  McGuinness  accepted  that  it  may  have  been  Martin  Long  who  had  multiple  stamped 
the  carcases  as  T.B.  reactors,  he  stated: — 

"I  was  under  the  impression  it  was  Padraig  Feeney  who  did  this" 

He  had  told  the  Tribunal  that  John  Connolly,  the  Plant  Manager  and  Gerry  Thornton, 
the  head  of  the  Meat  Division: — 

"had  tried  to  get  rid  of  this  official  and  made  complaints  about  him". 

While  Mr  McGuinness  may  have  been  vague  about  the  circumstances  he  was  undoubtedly 
right  in  this  statement. 

In  the  course  of  a  meeting  with  Mr  O'Mahony,  Secretary  to  the  Department  of  Agriculture 
and  Food  on  the  30th  day  of  July  1987  in  connection  with  the  Waterford/Ballymun  investi- 
gation, Mr  Larry  Goodman  availed  of  the  occasion  to  complain  to  the  Secretary  regarding 
the  standard  of  classification  at  AIBP  and  complained  specifically  about  Mr  Feeney. 

On  the  5th  August,  1987,  the  Secretary  wrote  to  Mr  Larry  Goodman  as  follows: — 

"5th  August  1987 
Mr  Larry  Goodman 
Chairman 

Anglo  Irish  Beef  Ltd 

Ravensdale 

Dundalk 

"Dear  Larry 

"When  you  called  to  see  me  on  30  July  about  another  matter,  you  expressed  some 
dissatisfaction  with  the  classification  of  cattle  by  Department  staff  at  your  Group's 
Waterford  factory.  I  have  since  checked  the  position  with  the  supervisory  staff  here 
at  headquarters. 
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"Classification  is  to  some  extent  a  subjective  exercise,  based  as  it  is  on  visual  inspec- 
i  tions  alone.  The  possibility  of  human  error,  or  of  'drift'  from  the  norm,  is  therefore 
a  real  one.  We  try  to  provide  against  this  by  means  of  regular  visits  by  supervisory 
staff  —  including  headquarters  staff  —  to  all  factories  to  ensure  that  each  officer's 
work  is  satisfactory  and  consistent  within  narrow  tolerance  limits. 

"We  recognise  that  there  will  always  be  some  variation  between  one  factory  and 
another  in  the  percentage  of  cattle  falling  into  particular  cells  or  'boxes'  of  the  grid. 
The  very  idea  of  a  national  average  implies  that  some  factories  will  be  below  the 
norm  and  some  above  it,  though  obviously  these  relative  positions  are  all  liable  to 
vary  over  time. 

"We  also  recognise  that  the  results  at  your  Wateford  plant  may  appear  disappointing 
by  comparison  with  those  at  other  units  within  your  Group.  However,  our  people 
who  have  looked  into  the  matter  are  quite  satisfied  that  the  classification  at  Waterford 
has  been  well  up  to  standard.  If  it  has  departed  at  all  from  the  norm,  it  has  been  on 
the  side  of  leniency  rather  than  of  over-strictness.  The  explanation  for  the  ineligibility 
of  some  cattlefor  intervention  may,  therefore,  lie  in  the  quality  of  those  cattle  rather 
than  in  the  quality  of  the  classification. 

"Yours  sincerely 

J.O'Mahony 
Secretary" 

In  spite  of  this  complaints  continued  to  be  made  by  Messrs  Connolly,  Thornton  and  Mr 
Peter  Goodman  throughout  1988. 

AIBP  Waterford  stopped  slaughtering  on  5/5/1988  and  did  not  recommence  until  15/9/'88. 
During  this  period  extensive  renovations  were  carried  out  at  the  plant. 

Immediately  after  the  closure  of  the  plant  on  the  5/5/1988  Mr  Peter  Goodman  wrote  to 
the  Minister  for  Agriculture  and  Food  as  follows: — 

"AIBP  Meat  Division 
Ravensdale 
Dundalk 
Co.  Louth 
9th  May  1988 

PGAM 

Mr  Michael  O'Kennedy  TD, 

Minister  for  Agriculture 

Office  of  the  Minister  for  Agriculture 

Kildare  Street 

Dublin  2 

"Dear  Minister 

AIBP  Waterford  is  closed  for  annual  holidays  until  30th  May  1988.  Regretfully,  we 
will  not  be  re-opening  the  plant  and  I  feel  it  is  important  that  you  are  made  aware  of 
the  reason. 
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Farmers  and  suppliers  in  Waterford's  catchment  area  have  lost  confidence  in  the 
Department's  classification  at  the  plant,  so  much  so,  in  fact,  that  we  are  compelled  to 
buy  cattle  on  a  flat  basis,  i.e,  guaranteeing  the  price  before  slaughter. 

The  attitude  of  the  graders  is  if  the  factory  is  paying  flat  why  worry  how  they  are 
graded.  We  are  not  prepared  to  stand  this  unnecessary  and  punitive  cost  any  more. 

In  the  past,  as  one  would  expect,  problems  arose  in  other  AIBP  plants  but  they 
were  normally  sorted  out  quickly  by  the  people  in  Dublin,  i.e.  Mr  Dermot  Ryan  and 
colleagues.  However,  in  this  instance,  the  problem  has  not  been  sorted  out  and  the 
reason  is  the  local  supervisor,  Mr  Andrew  McCarthy,  seems  to  have  a  personal  inter- 
est, for  reasons  unknown  to  us,  that  AIBP  Waterford  is  harshly  and  unfairly  treated. 
The  two  graders  normally  grading  in  Waterford  have  said  that  they  have  to  follow 
Mr  McCarthy's  instructions. 

Over  the  past  eighteen  months,  I  have  had  a  number  of  my  own  experienced  graders 
go  to  Waterford  and  they  all  agree  that  the  grading  is  tough.  Statistically  the  classifica- 
tion people  in  Dublin  will  say  that  Waterford  is  not  much  worse  than  the  rest  of  the 
country,  but  statistics  can  hide  a  multitude. 

"On  Thursday,  5th  May,  at  1.00  p.m.  I  received  a  further  complaint  from  Waterford. 
At  5.30  p.m.  I  arrived  into  Waterford  unannounced  to  see  the  situation  at  first  hand 
for  myself.  What  I  saw  convinced  me  that  there  is  no  point  in  re-opening  Waterford 
until  something  is  done  to  sort  out  the  grading  problem.  Somebody  from  Dublin 
arrived  on  Friday  and,  in  the  company  of  Mr  McCarthy,  looked  at  the  carcases.  They 
regraded  a  number  of  cattle  but  I  cannot  and  will  not  accept  that  all  carcases  that 
deserved  to  be  regarded  were.  We  cannot  run  a  business  successfully  where  success 
or  failure  depends  on  the  attitude  of  the  local  Classification  Officers. 

Yours  sincerely 

Peter  Goodman 
Deputy  Chairman 

C.C.  Mr  Donal  Creedon" 

Again,  this  letter  contains  the  threat  that  if  they  do  not  get  their  own  Way  with  regard  to 
classification  (and  now  it  is  Mr  Feeney's  supervisor  Mr  Andrew  McCarthy  who  is  accused 
of  harsh  and  unfair  treatment)  they  will  not  re-open  the  plant. 

A  copy  of  this  letter  was  sent  to  Mr  Creedon,  who  had  succeeded  Mr  O'Mahony  as 
Secretary  and  who  replied  to  Mr  Peter  Goodman  as  follows: — 

"22  June  1988 

"Mr  Peter  Goodman 
Deputy  Chairman 
AIBP  Meat  Division 
Ravensdale 
Co.  Louth 

Dear  Mr  Goodman 

You  sent  me  a  copy  of  your  letter  of  9  May  addressed  to  the  Minister  about  the 
Department's  carcase  classification  work  at  your  Waterford  factory.  Your  Chairman 
had  correspondence  with  my  predecessor  on  the  same  subject  last  year. 
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We  have  looked  into  your  complaint,  just  as  we  look  into  all  complaints.  I  do  not 
doubt  that  it  was  made  in  good  faith,  or  that  your  local  management  may  sometimes 
feel  hard  done  by  in  the  classification  of  carcases.  It  would  be  a  miracle  were  it 
otherwise. 

Classification  is  an  inexact  science  (or  "to  some  extent  a  subjective  exercise",  as  Mr 
O'Mahony  put  it).  Just  about  every  decision  a  grader  has  to  take  is  a  marginal 
decision:  is  the  carcase  eligible  or  ineligible  for  intervention?  is  it  an  R3  at  such-an- 
such  price  or  an  R4  at  so-and-so  price?  With  tens  of  thousands  of  cattle  passing  along 
the  line  every  year  there  is  simply  no  possibility  of  a  one  hundred  per  cent  meeting 
of  minds  between  grader,  producer  and  factory  management.  That's  why  we  rotate 
staff,  to  the  extent  that  resources  permit.  That's  why  we  employ  supervisors.  That's 
why  we  have  a  national  standards  panel  to  keep  the  performance  of  our  graders  under 
continuous  review.  That's  why  we  have  to  investigate  complaints  like  the  present  one. 

You  may  take  it  that  every  effort  will  continue  to  be  made  to  be  fair  to  your 
Waterford  factory  —  and  to  every  other  factory  in  the  country.  It  is  simply  not  con- 
structive, however,  to  single  out  the  work  and  attitudes  of  individual  officers  for 
special  criticism.  They  are  all  members  of  the  same  team.  Our  controls,  we  are  satis- 
fied, are  adequate  to  ensure  high  standards  and  their  impartial  application  at  every 
factory. 

There  are  a  couple  of  other  points  I  would  like  to  make  clear.  Firstly,  as  far  as  were 
are  concerned  classification  determines  what  we  can  and  cannot  buy  into  intervention. 
The  Department  is  not  a  party  to  the  contract  between  farmer  and  factory.  Secondly, 
if  the  EC  Commission's  recent  statements  of  intention  are  anything  to  go  by,  interven- 
tion may  in  the  future  play  a  much  less  crucial  role  in  the  management  of  the  beef 
market  than  it  has  done  for  the  past  fifteen  years.  The  Classification  problem  —  if 
there  is  a  problem  —  will  to  that  extent  solve  itself. 

Yours  sincerely 
D.  Creedon 
Secretary" 

MfTetef  Goodman  replied  as  follows  on  the  27th  June  1988: — 

AIBP  Meat  Division 
Ravensdale 
Dundalk 
Co.  Louth 
27th  June  1988 

PG:AM 

Mr  Donal  Creedon 
Secretary 

Department  of  Agriculture  &  Food 
Dublin  2 

Dear  Mr  Creedon 

Thank  you  for  your  letter  of  22nd  June  and  I  would  like  to  respond  to  some  of  the 
points  you  have  made.  I  have  been  around  livestock  and  carcases  all  my  life  and  feel 
I  am  competent  to  judge  carcases  under  any  conditions  and  form  an  objective  opinion 
as  to  the  accuracy  or  otherwise  of  the  classification. 
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I  personally  went  to  Waterford  unannounced  to  see  with  my  own  eyes  if  the  com- 
plaints and  problems  which  I  had  been  hearing  about  were  justified.  What  I  saw 
vindicated  the  complaints  made  to  me  on  the  grading  that  day  and  I  have  no  reason 
to  doubt  the  other  complaints  which  I  have  received  throughout  the  year. 

I  have  in  the  past  suggested  the  rotation  of  Classification  Officers  between  the  various 
plants  and  I  also  suggest  the  rotation  of  Area  Supervisors.  Your  letter  would  indicate 
that  this  is  happening  but  it  is  the  exception  rather  than  the  rule  to  have  any  Classi- 
fication Officers  rotated  and,  on  no  occasion,  have  Area  Supervisors  been  rotated. 

I  accept  the  Department  is  not  a  party  to  the  contract  between  the  farmer  and  factory 
but,  over  the  last  couple  of  years,  we  have  tended  to  buy  cattle  on  a  graded  basis  and 
this  grading  is  done  by  the  Classification  Officers.  Where  a  number  of  suppliers,  as 
has  happened  in  Waterford  have  loaded  cattle  at  random,  some  for  AIBP  Waterford 
and  some  for  another  local  plant,  one  would  expect  that  the  grades  would  be  reason- 
ably in  line,  however,  I  have  correspondence  that  would  indicate  that  the  grades  are 
more  severe  in  AIBP  than  in  the  other  plant  in  the  area  covered  by  the  same  Super- 
visor. You  will  be  aware  that  news  like  this  spreads  like  wild  fire  and  the  net  result 
that  we  are  compelled  to  buy  cattle  on  a  flat  basis  or  else  guarantee  the  price  pre- 
slaughter  despite  the  grade. 

I  very  much  regret  having  to  respond  in  the  above  vein  but,  because  of  the  vast 
amount  of  money  involved,  I  feel  justified  in  the  action  I  have  taken. 

Yours  sincerely 

Peter  Goodman 
Deputy  Chairman  " 

No  officer  was  transferred  from  Waterford  and  the  plant  re-commenced  slaughtering  on 
the  15th  September  1988. 

It  appears,  however,  that  because  of  the  level  of  complaints  from  AIBP  and  due  to  the 
proximity  of  AIBP  and  Dawn  Meats  the  rotation  of  officers  between  these  plants  during 
1987  and  1988  was  increased  and  in  1988,  classification  officers  from  other  plants  were  on 
duty  for  approx.  40%  of  kill  days  at  AIBP. 

While  the  representations  made  by  AIBP  did  not  result  in  the  actual  removal  of  any 
Classification  Officer,  it  did  result  in  an  increase  in  the  level  of  the  rotation  of  such  officers 
as  between  different  plants. 

(h) Abuses  of  the  Irish  Tax  System 

In  relation  to  the  payment  of  tax  by  the  Goodman  Group,  Mr  McGuinness  had  stated. 

'The  company  had  a  wide  scheme  of  under  the  counter  payments.  Cheques  were 
made  out  against  bogus  invoices,  endorsed  by  Goodman  Employees  and  cashed  at 
local  branches  of  the  Allied  Irish  Bank.  These  cheques  were  payable  quarterly  in 
March,  June,  September  and  December  of  each  year.  They  were  paid  to  everyone  in 
the  company  from  the  floor  up  and  amounted  approximately  to  3  million  pounds  per 
year". 
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The  Tribunal  has  dealt  in  detail  with  this  allegation  in  the  Chapter  of  this  Report  dealing 
with  Tax  Evasion  and  Tax  Avoidance  from  which  it  is  clear  that  his  allegation  in  this 
regard  has  been  substantiated  with  regard  to  payments  within  the  jurisdiction  of  the  State. 

The  Tribunal  is  not  concerned  with  and  does  not  intend  to  deal  with  or  report  on  tax 
evasion  which  may  or  may  not  have  been  practised  outside  this  jurisdiction. 

(i)  Mr  McGuinness  had  alleged  that  the  abuses  which  he  had  outlined  were  institu- 
tionalised within  all  the  factories  and  that  Larry  Goodman  "set  the  tone." 

The  use  of  the  phrase  'set  the  tone'  would  seem  to  imply  that  Larry  Goodman  was  aware 
of  and  authorised  the  practises  referred  to  in  evidence  by  Mr  McGuinness  and  dealt  with 
during  the  course  of  this  Report. 

The  only  evidence  given  by  Mr  McGuinness  relating  to  the  personal  involvement  of  Mr 
Larry  Goodman  in  any  of  the  matters  of  which  he  gave  evidence  was  in  relation  to  a 
meeting  of  the  management  of  the  Goodman  Group  of  companies  held  on  the  28th  day 
of  March  1986  at  Ardee  in  the  County  of  Louth. 

Meetings  at  Ardee,  Co.  Louth 

It  was  the  practice  of  the  management  of  the  Goodman  Group  of  companies  to  have  an 
annual  review  of  the  performance  of  each  company  in  the  Group  during  the  preceding 
year. 

These  meetings  were  usually  held  in  February/March  of  each  year  and  Patrick  McGuin- 
ness, as  the  Plant  Accountant,  attended  two  of  these  meetings  during  the  course  of  his 
employment  by  the  Goodman  Group,  one  in  respect  of  the  performance  of  the  Plant  at 
Newry  and  the  other  in  respect  of  the  Plant  at  Waterford. 

The  first  of  such  meetings  was  held  at  the  company  headquarters  in  Ardee  on  the  28th 
day- of  March  1986.  When  the  accounts  in  respect  of  the  year  ended  the  31st  day  of 
December  1985  of  the  Newry  plant  and  its  performance  during  that  year  were  reviewed. 
Present  at  this  meeting  were  Mr  Larry  Goodman,  Mr  Peter  Goodman,  Mr  Brian  Britton, 
Financial  Controller  of  the  Group,  Mr  Nobby  Quinn,  Manager  of  the  Newry  plant,  Mr 
Patrick  McGuinness  and  one  other  person. 

According  to  Mr  McGuinness'  evidence,  there  was 

"A  general  discussion  about  the  performance  of  the  company  at  Newry  for  that  par- 
ticular year.  The  discussion  which  was  opened  up  by  Mr  Goodman,  involved  a  particu- 
lar topic  was  that  the  abattoir  was  showing  a  very  sizeable  gross  margin  for  the  year 
based  on  a  percentage  turnover  and  the  Boning  Hall,  which  is  where  all  the  interven- 
tion boning  had  been  undertaken,  was  not  showing  a  large  or  a  reasonable  profit." 

During  the  course  of  such  discussion,  Mr  McGuinness  stated  that  he  attributed  the  profits 
made  by  the  abattoir  to  the  weights  added  on  in  the  boning  hall  because: 

"Essentially  100%  of  the  benefit  was  being  passed  to  the  abattoir  because  the  invoices 
were  regarded  as  a  sale  out  of  the  abattoir  even  though  the  recording  of  the  weight 
was  done  in  the  deboning  hall  stage." 
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He  stated  that  it  was  resolved  that  a  charge  be  instituted  in  the  abattoir  which  would,  in 
effect,  be  a  transfer  of  profit  from  the  abattoir  to  the  deboning  hall  operation  in  order  to 
enable  the  boning  hall  to  obtain  some  benefit  from  the  adding  on  of  weights. 

He  stated  that  during  the  course  of  the  discussion,  the  upping  of  the  weights  was  discussed 
and  it  was  accepted  by  those  present  that  the  practice  had  been  originated  in  Newry. 

The  fact  of  such  discussion  was  vehemently  denied  by  those  present  at  the  meeting,  other 
than  Mr  McGuinness  and  it  was  established  during  the  course  of  the  cross-examination  of 
Mr  McGuinness  by  Counsel  for  Mr  Larry  Goodman,  that  the  premise  upon  which  it  was 
based  was  incorrect,  that  in  fact  the  profits  from  the  deboning  hall  considerably  exceeded 
those  of  the  abattoir,  but  that  the  target  profit  set  for  the  abattoir  was  exceeded  by  £79,021 
and  the  target  figure  for  the  profit  for  the  boning  hall  was  exceeded  by  over  £250,000. 

In  addition,  it  was  established  that  no  boning  charge  was  made  to  the  account  of  the 
abattoir. 

In  view  of  the  denials  made  by  the  other  persons  present  at  the  meeting,  the  Tribunal  is 
not  satisfied  to  accept  Mr  McGuinness'  evidence  with  regard  to  the  details  of  the  discus- 
sions or  that  there  was  any  particular  reference  to  the  upping  of  weights  on  the  IB4s  in 
the  Newry  plant  and  in  particular  accepts  the  evidence  of  Mr  Larry  Goodman  that  the 
question  of  the  "upping  the  weights"  was  not  discussed  with  him  or  in  his  presence  by  Mr 
McGuinness  on  this  occasion  or  any  time. 

Mr  McGuinness  also  gave  evidence  with  regard  to  the  annual  review  in  respect  of  the 
Waterford  plant  for  the  year  ended  31st  December  1986  which  again  was  held  in  the 
company's  headquarters  at  Ardee  in  or  about  the  month  of  February  1987. 

Present  at  this  meeting  were  Mr  Peter  Goodman,  Mr  Gerry  Thornton,  Mr  John  Connolly, 
Manager  of  the  Waterford  plant,  Mr  David  Murphy,  Accountant,  and  Mr  Aidan  Connor 
of  the  International  Division. 

Again  Mr  McGuinness  stated  that  in  the  course  of  the  discussion  he  referred  to  the  weights 
being  added  on  in  the  boning  hall.  When  he  did  so,  Mr  Peter  Goodman  is  alleged  to  have 
said: 

"Don't  get  caught  —  perhaps  you  should  take  out  more  meat." 

By  this  Mr  McGuinness  stated  that  he  meant  that  more  meat  should  be  transferred  to  the 
company's  own  stock  from  the  intervention  cuts  of  meat. 

Again,  those  present,  Gerry  Thornton,  John  Connolly,  David  Murphy  and  Aidan  Connor 
denied  that  Mr  McGuinness  had  informed  them  of  the  weights  being  added  on  or  that  Mr 
Peter  Goodman  had  made  the  statement  attributed  to  him  by  Mr  McGuinness. 

i 

In  regard  td  this  meeting  the  Tribunal  accepts  the  evidence  of  Mr  McGuinness  because  it 
is  most  probable  that  any  review  of  the  performance  of  the  company  in  the  Waterford 
Plant  for  the  year  ended  the  31st  December  1986  would  have  involved  a  review  or  discus- 
sion of  the  difficulties  created  for  the  Group  by  the  Customs  and  Excise  investigation 
which  was  then  in  progress  into  the  irregularities,  involving  the  over-declaration  of 
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weights,  in  respect  of  the  APS  contracts  even  though  these  over-declarations  had  been 
made  by  the  sub-contractors,  Daltina  Traders  Ltd. 

The  discovery  by  the  Customs  and  Excise  authorities  of  the  over-declaration  of  weights, 
and  the  part  subsequently  played  by  the  Department  of  Agriculture  officials  in  the  investi- 
gation thereof,  led  to  the  risk  of  greater  attention  being  given  by  Department  of  Agricul- 
ture officials  to  the  weights  being  recorded  on  the  IB4s  and  to  a  greater  risk  of  detection. 

In  these  circumstances  the  reaction  of  Mr  Peter  Goodman  as  described  by  Mr  McGuinness 
consisting  of  a  warning  to  avoid  detection  and  a  suggestion  that  more  meat  be  taken  out 
and  transferred  to  own  stock  was  not  an  unexpected  one.  In  view  of  the  policy  of  the 
group  to  transfer  into  Intervention  storage  beef  representing  a  yield  of  68%  or  slightly  in 
excess  thereof  and  to  regard  any  meat  in  excess  of  such  yield  as  "trimmings"  which  they 
claimed  they  were  entitled  to  retain  and  transfer  to  its  own  stock. 

This  practice  and  the  purported  justification  therefor  has  already  been  dealt  with  in  detail 
in  this  Report. 

While  this  practice  was  not  followed  at  the  Waterford  Plant,  while  Mr  McGuinness  was 
there  the  policy  of  transferring  excess  yields  to  the  Company's  own  stock  was  in  accord- 
ance with  the  information  given  to  him  by  Mr  Nobby  Quinn  while  he  was  in  Newry  and 
referred  to  herein. 

The  allegations  made  on  the  ITV  programme  by  Mr  McGuinness  related  to  abuses  of  the 
system  under  which  subsidies  are  paid  by  the  European  Economic  Community  consisting 
of  the  Aids  to  Private  Storage  Scheme,  the  Intervention  System  and  the  Export  Refund 
Subsidy  and  he  alleged  that  the  abuses  were  institutionalised  within  all  the  factories. 

The  Tribunal  had  dealt  in  detail  with  the  investigation  carried  out  by  the  Customs  and 
Excise  authorities  and  the  Department  of  Agriculture  officials  into  the  operation  of  the 
1986  APS  Scheme  not  only  in  the  Waterford  and  Cloghran  plants  owned  by  AIBP  but  in 
all  other  plants  operated  by  AIBP  and  the  only  abuses  or  irregularities  discovered  were 
the  abuses  and  irregularities  in  Waterford  and  Ballymun/Cloghran. 

The  other  plants  were,  having  regard  to  the  discoveries  in  Waterford  and 
Clogram/Ballymun,  subjected  to  a  careful  and  thorough  investigation  and  all  their  opera- 
tions were  found  to  be  in  order. 

The  Tribunal  has  already  stated  that  the  AIBP  management  personnel  were  not  aware  of 
the  over  declaration  of  weights  in  the  boning  hall  production  sheets  and  the  APS  yield 
sheets  or  of  the  presence  of  trimmings  in  the  cartons  of  plate  and  flank  in  Waterford  until 
the  matter  was  drawn  to  their  attention  by  the  officers  of  Customs  and  Excise  carrying 
out  the  investigation  and  that  such  abuses  and  irregularities  were  carried  out  by  employees 
of  Daltina  Tracers  Ltd  to  whom  the  de-boning  of  beef  had  been  sub  contracted. 

The  Tribunal  has  dealt  in  detail  with  the  joint  investigation  carried  out  by  the  Customs 
and  Excise  authorities  into  the  operation  of  the  1988  APS  scheme  in  pursuance  of  which 
AIBP  had  contracted  to  place  in  Private  Storage  42,383  tonnes  of  beef  representing  31.9% 
of  the  beef  placdd  in  storage  in  pursuance  of  the  Scheme. 
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Despite  being  subjected  to  the  careful  and  thorough  examination  and  investigation 
described  in  the  evidence  and  referred  to  in  this  Report,  no  irregularities  were  discovered. 

As  stated  by  Miss  Harvey  of  the  Department  of  Agriculture 
(a)  all  cuts  of  meat  were  physically  present; 

(6)  everything  was  in  accordance  with  hygiene  and  quality  requirements; 

(c)  all  weights  were  correct; 

(d)  there  was  no  inclusion  of  extraneous  matter; 

(e)  every  other  regulation  was  complied  with,  save  for  a  dispute  with  regard  to  the 
use  of  a  continuous  sheet  of  paper  to  accomplish  individual  wrapping,  which  was 
regarded  by  the  EC  Commission  as  a  breach  of  regulation  and  in  respect  of  which 
the  fine  of  £90,228.78  was  imposed. 

While  AIBP  were  undoubtedly  liable  for  the  abuses  and  irregularities  committed  by  Dal- 
tina  Traders  Ltd  in  respect  of  which  penalties  in  the  region  of  £1,084,866  were  imposed 
there  is  no  evidence  to  suggest  any  systematic  abuse  of  the  APS  scheme,  institutionalised 
or  otherwise  by  AIBP  and  the  allegations  of  such  abuse  are  unfounded. 

The  ITV  programme,  Mr  McGuinness  and  Deputies  Rabbitte  and  McGiolla  had  alleged 
abuses  of  the  Export  Refund  Subsidy  system  as  outlined  in  this  Report. 

The  Tribunal  has  dealt  in  detail  with  these  allegations  in  the  course  of  the  Report  and  is 
satisfied  that  there  was  no  abuse  of  the  Export  Refund  Subsidy  Regulations  in  respect  of 
the  export  of  intervention  beef  to  Iraq  and  no  breach  of  the  Intervention  Regulations  with 
regard  to  th£  re-packaging  and  re-labelling  of  cartons  of  this  product. 

As  stated  in  the  Report,  the  EEC,  the  Beef  Management  Division  thereof  and  the  Depart- 
ment of  Agriculture  were  fully  aware  of  the  fact  that  intervention  beef  was  being  exported: 
the  Export  Refund  System  Regulations  provided  for  the  payment  of  Export  Refund  Sub- 
sidies in  respect  of  the  export  of  intervention  beef  to  the  Third  World;  including  Iraq  and 
the  Intervention  Regulations  permitted  the  re-packaging,  re-boxing  and  re-labelling  of 
cartons  of  beef  purchased  from  intervention  when  permission  therefor  was  obtained. 

Consequently  the  Tribunal  is  satisfied  that  there  was  no  abuse  by  AIBPI  of  the  Export 
Refund  Subsidy  System  or  Regulations  and  allegations  in  respect  thereof  are  unfounded. 

This  is  the  only  public  element  relevant  to  the  issues  raised  with  regard  to  the  export  of 
beef  to  Iraq  and  the  allegations  made  in  respect  thereof  and  which  entitled  the  Tribunal 
to  make  inquiries  in  regard  thereto. 

The  terips  of  the  contracts  made  between  AIBPI  and  the  purchasing  authorities  in  Iraq 
are  undoubtedly  a  matter  of  private  concern  and  normally  would  not  have  been  the  subject 
of  inquiry  by  the  Tribunal. 

Because  of  the  conflict  between  the  terms  of  the  contract  which  stipulated  the  nature  of 
the  beef  to  be  supplied  in  pursuance  thereof  as  set  forth  in  this  Report  and  the  use  of 
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intervention  beef  in  the  supplies  delivered  in  pursuance  thereof,  the  Tribunal  did  inquire 
lest  the  reputation  which  Irish  beef  justifiably  enjoys  would  be  damaged  by  the  inclusion 
of  intervention  beef  in  lieu  of  beef  slaughtered  within  90-100  days  of  delivery  but  is  satis- 
fied from  the  evidence  adduced  before  it,  that  the  requirements  of  the  contracts  in  this 
regard  were  waived  for  the  reasons  set  forth  in  this  Report  and  that  the  beef  supplied  was 
and  was  certified  to  be  fit  for  human  consumption. 

With  regard  to  alleged  abuses  of  the  Intervention  system,  the  Tribunal  has  set  forth  in 
detail  the  evidence  with  regard  to  the  alleged  abuses  thereof  consisting  of; 

(i)  the  adding  of  weights  to  the  IB4  forms  in  Waterford  and  the  falsification  of  such 
forms  by  the  re-writing  thereof. 

(ii)  the  policy  of  all  Goodman  plants  engaged  in  the  deboning  of  sides  of  beef  for 
Intervention  purposes  to  deliver  to  the  Intervention  Agency  only  68%,  or  slightly 
in  excess  thereof,  and  to  retain  as  Company  stock  any  meat  achieved  as  a  result 
of  such  deboning  in  excess  of  such  percentage. 

(iii)  the  limited  use  of  bogus  stamps  to  alter  the  classification  of  animal,  and 

(iv)  the  switching  of  carcases  and  the  substitution  of  inferior  grades  of  animals  for 
animals  with  the  appropriate  grade  for  intervention  purposes. 

With  the  exception  of  (ii)  above,  the  above  abuses  were  limited.  The  evidence  with  regard 
thereto  is  set  forth  in  this  Report  and  is  not  such  as  to  establish  that  the  said  practices 
were  widespread  throughout  all  the  factories  or  were  practiced  at  all  times  and  were 
known  to  or  authorised  by  the  management  of  the  Group  as  distinct  from  the  Plant  Man- 
agers of  the  plants  concerned. 

It  is  only  right  that  it  should  be  emphasised  by  the  Tribunal  that  for  the  reasons  outlined 
in  this  Report  the  finding  by  the  Tribunal  that  the  Goodman  Companies  are  obliged  to 
place  in  storage  all  meat  achieved  as  a  result  of  deboning  for  intervention  other  than  fat, 
bone  and  'certain  small  trimmings  is  strongly  contested  by  the  Goodman  Companies  who 
maintained  that  by  virtue  of  the  terms  of  the  deboning  contract  and  the  practice  in  the 
trade  that  they  are  entitled  to  retain  any  yield  obtained  by  them  in  excess  of  68%  and  to 
transfer  such  additional  yield  to  its  own  stock. 

The  abuses  and  malpractice's  which  occurred  in  Rathkeale  and  which  have  been  outlined 
in  this  Report  constitute  serious  offences  and  an  abuse  of  the  Intervention  system  but  the 
Tribunal  has  held  that  there  is  no  evidence  to  suggest  that  the  AIBP  management  were 
aware  of  the  fraudulent  activities  being  carried  out  by  management  of  the  Plant  at  Rathke- 
ale and  the  records  furnished  weekly  to  AIBP  management  at  Ravensdale  did  not  disclose 
such  offences.  The  contents  of  the  weekly  returns  submitted  to  management  in  accordance 
with  established  procedures  did  not  contain  all  the  material  shown  on  the  daily  Costing 
Sheets  which  w6uld  have  given  all  necessary  information. 

While  the  evidence  before  this  Tribunal  has  established  many  irregularities  and  malprac- 
tices as  outlined  in  this  Report,  it  has  not  been  established  that  they  were  carried  on  in 
all  plants  or  with  the  knowledge  of  Mr  Laurence  Goodman  and  the  management  of  the 
Group  but  they  iiiust  accept  responsibility  therefor  for  failing  to  exercise  effective  control 
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and  supervision  of  the  personnel  employed  by  them  and  ensuring  compliance  with  the 
requirements  of  all  relevant  regulations  applicable  where  public  funds  are  concerned. 
The  Tribunal  has  already  dealt  with  the  allegation  with  regard  to  tax  evasion  in  the  course 
of  this  Report  and  is  satisfied  that  it  was  practiced  in  all  plants  with  the  knowledge  of  the 
management  of  the  Group  and  the  allegation  in  respect  of  such  practices  have  been  fully 
substantiated. 

There  has  not  been  established  any  basis  for  the  allegation  made  in  the  ITV  programme 
that  Mr  Larry  Goodman  and  his  companies  had  'the  right  connections  at  the  right  places 
that  could  basically  control  any  investigation  that  would  be  put  in  place'.  There  is  no 
evidence  to  suggest  that  any  investigation  carried  out  by  any  of  the  relevant  authorities 
including  the  Department  of  Agriculture,  the  Revenue  Commissioners,  the  Customs  and 
Excise  authorities  and  the  Garda  Siochana  were  at  any  time  or  in  anyway  controlled  or 
sought  to  be  controlled  by  any  "connections",  political  or  otherwise.  Indeed,  all  the  evid- 
ence is  to  the  contrary. 
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CHAPTER  TWENTY-FOUR 

Other  Companies 


The  allegations  made  on  the  ITV  programme  and  made  in  Dail  Eireann,  (other  than 
one  allegation  made  by  Deputy  Desmond)  related  to  the  Goodman  Group  of 
Companies.  The  Tribunal  considered  it  necessary  to  inquire  into  the  activities  of  the 
other  companies  involved  in  the  beef  processing  industry  including  the  registered 
cold  stores  to  ascertain  whether  or  not  there  existed  any  illegal  activities  fraud  or 
malpractice  in  or  in  connection  with  the  beef  processing  industry  in  these  companies. 

The  Tribunal  with  the  assistance  of  the  Department  of  Agriculture  and  Food 
prepared  a  list  of  those  companies  believed  to  be  engaged  in  the  beef  processing 
industry.  The  Tribunal  wrote  to  those  companies  on  the  27th  of  June  1991  in  the 
following  terms : - 

"Dear  Sirs, 

The  Government  of  Ireland  by  Resolution  passed  by  Dail  Eireann  on  the  24th 
day  of  May,  1991  and  by  Seanad  Eireann  on  the  29th  day  of  May,  1991, 
established  a  Tribunal  of  Inquiry,  which  Tribunal  of  Inquiry  was  appointed  by 
Warrant  of  the  Minister  for  Agriculture  and  Food  dated  the  31st  day  of  May, 
1991. 

The  Terms  of  Reference  of  the  Tribunal  are  as  follows:- 

1.       To  inquire  into  the  following  definite  matters  of  urgent  public 
importance: 

1.  Allegations  regarding  illegal  activities,  fraud  and  malpractice  in 
and  in  connection  with  the  beef  processing  industry  made  or 
referred  to  (a)  in  Dail  Eireann  and  (b)  in  a  television  programme 

*         transmitted  by  ITV  on  May  13th,  1991. 

2.  Any  matters  connected  with  or  relevant  to  the  matters  aforesaid 
which  the  Tribunal  considers  it  necessary  to  investigate  in 
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connection  with  its  inquiries  into  the  matters  mentioned  at  1. 
above. 

2.       To  make  such  recommendations  (if  any)  as  the  Tribunal  having  regard 
to  its  findings  thinks  proper. 

The  Tribunal  now  requests  that  you  immediately  send  to  the  Tribunal,  at  the 
above  address,  all  material  documentary  or  otherwise  in  your  possession  relevant 
to  the  matters  referred  to  in  the  Terms  of  Reference.  Furthermore,  the  Tribunal 
requests  that  you  furnish  the  names  and  addresses  of  all  persons  who  are  able 
to  assist  the  Inquiry  in  relation  to  the  matters  referred  to  above. 

We  would  appreciate  an  early  reply. 

Yours  faithfully 


Mr  Justice  Liam  Hamilton 

President  of  the  High  Court 

Sole  Member  of  the  Tribunal  of  Inquiry" 

At  the  same  time  the  Tribunal  sought  to  obtain  a  list  of  employees  employed  in  those 
companies  and  in  its  material  terms  requested  as  follows: 

"The  Tribunal  would  appreciate  if  you  would  furnish  it  with  a  list  of  names  and 
addresses  of  all  your  staff  to  include  the  full-time,  part-time  staff  as  well  as  sub- 
contractors. 

The  Tribunal  would  appreciate  an  early  reply." 


The  above  correspondence  was  sent  to  the  following  53  companies. 
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1 

1 

Ashbourne  Meats  Processors  Ltd 

27. 

Honeyclover  Limited 

9 
Z. 

Arax  (Jamestown)  Ltd 

28. 

IMP  Limited 

J. 

Agra  Trading  Ltd 

29. 

Heritage  Foods  Limited 

Blanchvac  Ltd 

30. 

Irish  Casings  Limited 

J. 

Bally  waiter  Ltd 

31. 

Heyer  and  Sinnat  Ltd 

D. 

Baltinglass  Meats  Ltd 

32. 

Ox-Fleischandel^esellschafts  Ltd 

7 

Barford  Meats  Ltd 

33. 

Slanev  Meats 

0 

o. 

C  H  Foods  Ltd 

34. 

Western  Meat  Producers  T  ,td 

Q 

y. 

Colso  Cold  Stores 

35. 

N.W.L. 

1  n 

fnntinental  Beef  Parkers  Ltd 

36 

Nordic  Cold  Store  Limited 

l^v/ldlVv  V_-- v/lVJ-  tJlV/l  v  J— /ll 111  L^Vl 

1 1 
1 1 . 

Dawn  Meats 

37. 

O  K  Cold  Stores  Ltd 

D  J  S  /  Dohertv  Meats  Carrieans  Ltd 

38. 

Norish  PLC 

13 

Dehymeats  Limited 

39. 

Michael  Purcell  Meats  Ltd 

14 

Fnrnwest  T  imited 

40. 

Redwavs  Ltd 

X\vU  TV  U  T  L?   1-/ l*V~l 

1 -J . 

Freezomatic  Ltd 

41. 

Purcell  Foods  Ltd 

16 

Avrich  T/a  Freshland  Foods  Ltd 

42. 

Master  Meats  /  Classic  Meats  Ltd 

17 

Goldstar  Meats  Limited 

43. 

Cloon  Foods  Ltd 

18 

1  o. 

Goudhurst  Ltd  and  Hamoton  Meats 

44. 

UMP  /  Halal  Meats  Ltd 

1  Q 

l^ilHQtv*  f^lril  liner  T  imitpH 
JvlllidrC  l^Illlllilg  i^lIIllLCU 

4*> 

Tjirji  A^eatQ  T  tc\ 

1  did  lVltsdla  J—/LU 

20. 

Kepak  Limited 

46. 

Rangeland  Meats  Ltd 

21. 

Liffey  Meats  Limited 

47. 

Meadow  Meats  Ltd 

22. 

KMP  Co-op.  (Midleton)  Ltd 

48. 

Tunney  Meats  Ltd 

23. 

Kerry  Co-op  Cold  store 

50. 

Taher  Meats  Ltd 

24. 

Lixsteed  Ltd 

51. 

Autozero  /  Tallaght  Cold  Store 

26. 

Hibernia  Meats  Limited 

52. 

Horgan  Meats  Ltd 

53 

Transfreeze  Ltd 

In  view  of  the  evidence  which  had  been  adduced  before  the  Tribunal  in  relation  to  the 
allegations  made  involving  the  Goodman  Group  of  companies  and  the  matter  referred 
to  therein,  the  Tribunal  caused  the  following  letter  to  be  sent  on  the  8th  day  of  April 
1993  to  all  the  other  companies  engaged  in  the  beef  processing  industry. 

"8  April  1993 


Dear  Sirs 

Re;  Tribunal  of  Inquiry  -  Beef  Processing  Industry 

The  Government  of  Ireland  by  Resolution  passed  by  Dail  Eireann  on  the  24th 
day  of  May,  1991  and  by  Seanad  Eireann  on  the  29th  day  of  May,  1991, 
established  a  Tribunal  of  Inquiry,  which  Tribunal  of  Inquiry  was  appointed  by 
Warrant  of  the  Minister  for  Agriculture  and  Food  dated  the  31st  day  of  May, 
1991. 

The  Teibis  of  Reference  of  the  Tribunal  are  as  follows:- 
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1.  To  inquire  into  the  following  definite  matters  of  urgent  public 
importance: 

1.  Allegations  regarding  illegal  activities,  fraud  and  malpractice  in 
and  in  connection  with  the  beef  processing  industry  made  or 
referred  to  (a)  in  Dail  Eireann  and  (b)  in  a  television  programme 
transmitted  by  ITV  on  May  1 3th,  1 99 1 . 

2.  Any  matters  connected  with  or  relevant  to  the  matters  aforesaid 
which  the  Tribunal  considers  it  necessary  to  investigate  in 
connection  with  its  inquiries  into  the  matters  mentioned  at  1. 
above. 

2.  To  make  such  recommendations  (if  any)  as  the  Tribunal  having  regard 
to  its  findings  thinks  proper. 

The  Tribunal,  pursuant  to  its  inquiries  into  its  Terms  of  Reference  and  since  its 
appointment  has  been  concentrating  on  the  main  beef  processor  in  the  industry. 
The  Tribunal  is  now  directing  its  inquiries  to  other  processors  who  are  important 
in  the  industry  but  may  not  have  as  much  of  a  share  of  the  market. 

The  Tribunal  requests  the  following  information  from  you,  concerning  the 
company  and  request  that  you  note  that  such  information  may  well  be  required 
to  be  given  in  evidence  to  this  Tribunal. 

1.  The  nature  of  the  business  operated  by  your  company: 

(a)  "  is  it  solely  in  the  cattle  business 

(b)  as  such,  is  it  involved  in: 

(i)  commercial 

(ii)  intervention 

(iii)  exports 

2.  In  respect  of  premises  does  it  have?:- 

(a)  its  own  slaughter  house; 

(b)  its  own  deboning  hall 

(c)  its  own  cold  store 

3.  If  it  has  none  of  the  above  in  general: 

(a)  where  does  it  slaughter  its  beef? 

(b)  where  does  it  debone  it?  and 

(c)  whose  cold  store  does  it  use? 
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4.       In  respect  of  employees :- 

(a)  how  many  employees  have  you? 

(b)  do  you  engage  sub-contractors? 

(c)  if  so,  for  what  purpose? 

(d)  how  do  you  pay  your  employees? 
(f)  do  you  pay  all  PA  YE,  PRSI? 


5.  Are  there  any  other  bonuses  or  payments  made  to  employees  which  are 
not  subject  to  PA  YE  or  PRSI? 

6.  For  how  long  has  your  company  been  in  business? 

7.  Have  you  taken  over  any  other  business'  connected  with  the  beef 
processing  industry?. 

8.  In  respect  of  Intervention  beef,  on  the  assumption  that  your  firm  debones 
it,  please  indicate:- 

(a)  what  records  are  available  in  respect  of  deboning  operations? 

(b)  make    available   to   the    Tribunal    all    daily   job  costing 
documentation; 

(c)  make  available  all  weekly  job  costing  documentation; 

(e)      show  all  records  kept  by  the  company  of  beef  above  the  68% 
kept  and  processed  by  the  company  for  its  own  purposes  in 
^   respect  of  the  years  1987  to-date. 

9.  In  respect  of  intervention  deboning  indicate  all  returns  made  by  the 
company  to  the  Department  of  Agriculture  &  Food  on  the  1st  of  January 
1987  to-date. 


10.      If  the  company  sells  to  Third  Countries  please  indicate:- 

(a)  all  sales  to  Third  Countries  from  the  1st  of  January  1986  to-d?*e. 

(b)  in  respect  of  such  export  all  refunds  claimed  and  paid; 

(c)  in  respect  of  such  exports,  whether  and  how  much,  of  such 
exports  was  intervention; 

(f)  in  respect  of  such  exports  to  each  country  how  much  was  beef 
slaughtered  and  processed  within  the  26  counties 

(g)  beef  slaughtered  and  processed  within  the  six  counties; 

1  (h)      beef  slaughtered  and  processed  outside  of  either  of  the  above: 
(i)       indicate  whether  such  beef  not  slaughtered  within  Ireland  was 
English,  European  or  non-European. 


11.      |n  respect  of  beef  exported  by  the  company,  when  does  the  company 
purchase  beef  from  intervention  for  export? 
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12.  In  respect  of  any  beef  exported  in  what  boxes  does  the  beef  be 
exported?. 

13.  What  markings  are  put  on  the  boxes  by  the  company?. 

14.  What  markings  are  requested  by  the  customer?. 

15.  What  facilities  does  the  company  have  for  re-boxing?. 

16.  What  proportion  of  re-boxing  takes  place  without  supervision?. 

17.  What  proportion  of  re-labelling  takes  place  without  supervision?. 

18.  In  respect  of  stamps,  apart  from  intervention  grading  stamps:- 

(a)  what  other  stamps  are  used  by  the  company? 

(b)  what  stamps  are  provided  by  customers  for  use  by  the  company? 

(c)  what  customers  use  their  own  stamps  for  beef? 

The  Tribunal  appreciates  that  there  is  a  large  amount  of  information  sought  in 
relation  to  the  above  but  requests  such  information  be  made  available 
immediately. 

The  Tribunal  intends  resuming  its  public  hearings  on  the  1 1th  of  May,  next  and 
will  be  writing,  after  the  Easter  break,  to  indicate  the  order  and  probable  time 
when  your  company  will  be  required  to  give  evidence  to  the  Tribunal. 

The  company  should  note  that  the  Tribunal  may  request  a  visit  to  your 
companies  premises. 

The  company  should  note  that  the  Tribunal  is  also  requesting  files  from  the 
Department  of  Agriculture  and  other  State  Authorities  concerning  any 
irregularities  known  to  them  concerning  the  company  and  when  and  if  furnished 
with  such  files  will  communicate  further  with  the  company  concerning  these 
matters. 

The  Tribunal  would  appreciate  an  early  response  and  thanks  you  for  your  co- 
operation in  anticipation. 

Yours  faithfully 


Mr  Justice  Liam  Hamilton 

President  of  the  High  Court 

Sole  Member  of  the  Tribunal  of  Inquiry 
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The  Tribunal  obtained  the  various  lists  of  employees  of  the  companies  to  whom  it  had 
written  requesting  such  information  and  on  the  30th  of  April  1993  the  Tribunal  wrote 
to  each  of  those  employees  in  the  following  terms: 


"30th  April  1993 


Re:  Tribunal  of  Inquiry  -  Beef  Processing  Industry 

Dear  Sir 

The  Government  of  Ireland  by  Resolution  passed  by  Dail  Eireann  on  the  24th 
day  of  May,  1991  and  by  Seanad  Eireann  on  the  29th  day  of  May,  1991, 
established  a  Tribunal  of  Inquiry,  which  Tribunal  of  Inquiry  was  appointed  by 
Warrant  of  the  Minister  for  Agriculture  and  Food  dated  the  31st  day  of  May, 
1991. 

The  Terms  of  Reference  of  the  Tribunal  are  as  follows:- 

1.  To  inquire  into  the  following  definite  matters  of  urgent  public 
importance:  .-■ 

1.  Allegations  regarding  illegal  activities,  fraud  and  malpractice  in 
and  in  connection  with  the  beef  processing  industry  made  or 
referred  to  (a)  in  Dail  Eireann  and  (b)  in  a  television  programme 
transmitted  by  ITV  on  May  13th,  1991. 

2.  Any  matters  connected  with  or  relevant  to  the  matters  aforesaid 
which  the  Tribunal  considers  it  necessary  to  investigate  in 
connection  with  its  inquiries  into  the  matters  mentioned  at  1. 
above. 

2.  To  make  such  recommendations  (if  any)  as  the  Tribunal  having  regard 
to  its  findings  thinks  proper. 

Without  being  exhaustive  and  in  general  terms  the  following  matters  are  matters 
which  are  forming  the  basis  of  the  inquiries  being  made  by  the  Tribunal  of 
Inquiry. 

*  (a)      Irregularities  into  the  meat  processing  business, 
(b)      Method  of  payment  of  employees. 
k(c)      Non  disclosure  of  payment  of  employees. 

%  ■ 
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(d)      Whether  contract  of  services  exist  between  any  meat  company 
and  the  employee. 

The  Tribunal  has  become  aware  that  you  are/were  an  employee  of  a  meat 
processing  firm  and  that  accordingly  you  may/may  not  be  in  a  position  to  give 
evidence  to  the  Tribunal  having  regard  to  the  Terms  of  Reference. 

The  Tribunal  would  appreciate  if  you  would  make  available  to  it  any 
documentary  or  other  material  or  any  evidence  by  way  of  statements  in  relation 
to  the  matter  referred  to  above  and/or  the  Terms  of  Reference  of  the  Tribunal. 

The  Tribunal  wishes  to  inform  you  that  any  statement  that  you  wish  to  make 
may  be  made  either  by  yourself  or  with  the  assistance  of  a  solicitor  or  in  such 
other  way  as  you  might  wish  to  make  it. 

The  Tribunal  would  appreciate  an  early  reply  at  this  time. 

Yours  faithfully, 


Mr  Justice  Liam  Hamilton, 

President  of  the  High  Court, 

Sole  Member  of  the  Tribunal  of  Inquiry. 

The  contents  of  these  letters  indicate  the  nature  of  the  inquiries  made  by  the  Tribunal. 

As  part  of  its  inquiries,  the  Tribunal  also  wrote  to  the  Veterinary  Inspectors  and 
Agricultural  staff  employed  in  each  of  the  plants  operated  by  the  companies  identified 
as  carrying  on  business  in  the  beef  processing  industry.  In  essence  the  Tribunal  sought 
from  these  and  received,  from  these  persons,  statements  setting  out  any  irregularities, 
fraud  or  malpractice  which  they  knew  or  were  aware  had  been  carried  on  in  the 
company  or  companies  to  which  they  were  attached.  The  reply  from  the  Veterinary  and 
Agricultural  staff  formed  the  basis  of  evidence  subsequently  given  to  the  inquiry  of 
irregularities  in  the  beef  processing  industry. 


